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MONDAY, MARCH 26, 1951 


Unrrep Sratres SENATE, 
SUBCOMMITTEE ON RUBBER OF THI 
Senecr COMMITTEE ON SMALL BUSINESS, 
Washington. D. C 

The subcommittee met, pursuant to call, at 10:20 a. m., 457 Senate 
Office Building, Senator Guy M. Gillette (chairman of the subcomunit- 
tee ) presiding. 

Present: Senators Gillette, Long, Thye. 

Also present: Senators Sparkman and Schoeppel ; Charles E. 
Shaver. 

Senator GILLETTE. The subcommittee W il] come to order. 

This is a subcommittee of the Senate Select Committee on Small 
Business. 

The select committee was set up under the chairmanship of Senator 
John Sparkman for the specific purpose of studying, investigating, 
and helping wherever possible with the problems of small-business 
enterprises that are always deeply concerned in a war, or an antici- 
pated war economy. 

One of the first difficulties that these enterprises run into is the avail- 
ability of raw materials, which becomes serious, due to the fact that 
so much is diverted to the military. 

This particular subcommittee was appointed by Senator Sparkman 
and consists of Senators Long, Hunt, Thye, Hendrickson, and Senator 
Gillette as chairman of the subcommittee. 

Our particular function is to inquire into the field of the available 
supply ot rubber, the policies followed in its distribution, and Inquire, 
of course, into the difliculties that civilian production may be encoun- 
tering in the face of the condition existing relative to this very impor- 
tant material. 

The select committee has in mind the situation that faced this Na- 
tion in the last war when, due to the sudden shutting off of the supply 
of natural rubber, the Alhes found themselves in a situation that was 
so desperate that not only the entire civilian economy but the military 
machine of the Allies was on the verge of collapse, as we lacked 1] 
year’s supply for the military alone. 

The foregoing resulted in the astounding development of a sy? 
thetic rubber industry, following a series of committee hearings which 
developed the facts. 

[t is the purpose of Senator Sparkman and his select committee to 
be more aggressive in that regard. 

While the supply of natural rubber has not been shut off and the 
supply of synthetic rubber in the developme! t of that industry has 
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produced a broad source of supply of the synthetics, the select. com- 


mittee felt that the subcommittee ought to ‘investigate in this entire 


fie Id. 


As our first witness we have asked the Secretary of Commerce, 
Secretary Charles Sawyer, to come up and give us the benefit of his 


information. 


Secretary Sawyer, will you sit just at the end of the table, Mr. 


Secretary ‘ 


STATEMENT OF CHARLES SAWYER, SECRETARY OF COMMERCE 


Senator Gittetre. Mr. Secretary, you were advised of the purpose 


of this hearing, and you have been called up here to assist us. 


Do you havea prepared statement ? 

Secretary Sawyer. Yes; I do, Mr. Chairman. 

Senator Griterrr. Would you care to read it to us? 

Secretary Sawyer. It is rather short and I am prepared to read it. 
Senator Gmterte. I believe it would be helpful. 

The other members of the subcommittee will be along very shortly. 
Mr. Charles Shaver, of the subcommittee staff, has been assigned 


as counsel and special assistant to this subcommittee. 


Mr. Sawyer, you may proceed. 
Secretary Sawyer. You have asked me to open these hearings on 


the rubber-allocation program nt its effects on small business with 


the Defense Production Act of 1950, and in particu 


a discussion of the policy and objectives of my — yartment under 
ar, a statement 


of the manner in which allocation operations under section 701 of the 
Defense Production Act are being conducted. 


I am sure you will appreciate that the staff of the National Pro- 


duction Authority is more familiar than I with the rubber orders, 
and the specific details of operations under those orders. They will 
be able to supply you with the detailed and specific information that 
you have requested. I shall, therefore, confine myself to a general 


statement of the policy and objectives of my Department, with par- 


ticular reference to the effect of section 701 of the act upon our 
allocation programs. 


The general policy and objectives which the Department follows 
are those set forth in the declaration of policy of the Defense Pro- 


duction Act itself: 


It is the intention of the Congress that the President shall use the powers 


conferred by this Act to promote the national defense, by meeting, promptly 
and effectively, the requirements of military programs in support of our national 
security and foreign policy objectives, and by preventing undue strains and 
dislocations upon wages, prices, and production or distribution of materials 


* civilian use, within the framework, as far as practicable, of the American 


system of competitive enterprise. 


This general statement of policy is supplemented in the act by a 
number of other policies a objectives including the following: (1) 


The policy set forth in section 701 (a) of the act that small-business 


enterprise be encouraged to make the greatest possible contribution 
toward achieving the objectives of this act; (2) the policy set forth 
in section 701 (b) (ii) and 709 that representatives of the persons 
affected by the regulations should, where practicable, be consulted con- 
cerning the regulations; (3) the policy set forth in section 701 (ce) 
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that a fair share of the available civilian supply of a material be made 
available, so far as practicable, through normal channels of distri- 
bution. 

In my statement to the Senate Committee on Banking and Cur- 
rency last July, during the hearings on the Defense Production Act 
of 1950, I pointed out to the committee that the proposed priority and 
allocation powers in the bill were broad and flexible, and that this 
flexibility was desirable and necessary because our productive and 
distributive system is so complex. 1 also pointed out that these 
powers must be exercised with discretion and caution and to no 
greater extent than is necessary, and that full consultation with 
those who are affected is necessary in order to accomplish what is 
needed, and to avoid unintended and undesirable results. 

In our administration of the authority given the President under the 
Defense Production Act, and delegated to this Department and NPA 
under Executive Orders 10161 and 10200, our aim has been to accom- 
plish the required objectives—supplying military requirements and 
stockpiling requirements, and taking care of essential industrial 
needs—with the minimum harm to industry and to the public and with 
the minimum of strains and dislocations to the economy. 

However, many of the actions which we have taken, because of 
the increasing needs of the military for strategic and scarce materials, 
have resulted in strains and dislocations to the civilian economy. 
Some of these orders affect the civilian economy very broadly. M—, 
the construction order, prohtbits the construction of many kinds of 
recreational and amusement buildings and prohibits the construction 
of many kinds of commercial structures unless specific authorization 
is given. Other NPA orders restrict the use of steel, tin, nickel, 
aluminum, copper, and other scarce materials, and in some cases pro- 
hibit their use for certain purposes. Orders of this kind cannot 
be issued without causing hardships to many concerns, particularly 
those solely engaged in the production or sale of articles now 
prohibited. 

The issuance of orders of this sort requires that a way be found 
to provide the maximum degree of fairness and equitab le treatment 
possible under the circumstances. This problem is not new. It con- 
fronted the War Production Board during World War II. I think 
L can illustrate our ee best by quoting a paragraph from an ar- 
ticle written in 1944 by Mr. John Lord O'Brian, the general counsel 
of the War Production Board, and Manly Fleischmann, his assistant 
general counsel, on the subject, War Production Board Administra- 
tive Policies and Procedures: 

What fairness must mean in wartime is avoidance of discrimination, bias, or 
arbitrariness, In other words, it is possible to a very considerable degree to 
see to it that persons in the same situation are treatec alike; that interests 
of individuals within a group are adequately presented and impartially adjudi- 
cated; that where an issue is sharply presented among a small number of in- 
dividual interests, their views are heard, even though it may be only over the 
telephone; that remedial programs and policies are introduced to alleviate to 
some degree the harm caused to particular interests by the war program. To 
summarize, it is submitted that even in wartime in a democracy due process 
of law and sound government policy alike dictate simply that the Government 
in attaining its paramount objective of self-preservation must be as fair as 
possible under the particular circumstances. 
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This principle is, of course, equally applicable under the Defense 
Production Act. The declaration of policy of the Defense Produc- 
tion Act and the supplementary policies which I have previously 
mentioned are all efforts to apply the general policy to individual 
situations. 

I am sure you will appreciate that different people will have dif- 
ferent ideas as to the way in which these principles should be sei, 9D 
to any particular situation. This is, of course, especially true of 
dividuals who are themselves di rectly affected by the order. 

The policy of consultation with industry in preparing regulatory 
orders is one which my departme nt he as long followed. Those of you 
who are familiar with the voluntary agreement program which we 
conducted in 1948 and 1949 are aware of the care with which we 
formed industry advisory committees to advise us with respect to 
voluntary agreements under that program. The procedures which 
were then established by the Department called for representative 
committees selected from the industry generally, with particular at- 
tention to the size of concerns 1n the industry, geographical distribu- 
tion, trade association membership, and other distinguishing char- 
acteristics of the industry. Similar requirements were imposed for 
ie Department generally by Department Order 114 issued in May 
1950. 

In setting up industry advisory committees, consideration must be 
given to the size and nature of the industry involved. The problems 
involved in setting up an industry advisory committee for the alumi- 
num producing industry are very different from the problems involved 
in setting up an advisory committee for the rubber industry, or for 

such other industries as the metalworking industry or the construc- 
tion industry. If a committee has too many members, its nature 
changes from an advisory committee to a town-hall meeting. Dis- 
cussions and suggestions become speeches. The advantages of wide 
representation must be balanced against the advantages of a com- 
mittee on a workable size. 

The industry advisory committee for the rubber industry was origi- 
nally set up in the War Production Board. It has continued to advise 
us in our activities ihe the Rubber Act of 1948 and under the 
Defense Production Act. A list of the members is attached to this 
statement. I will have that, Mr. Chairman, at the close of the ses- 
sion this morning. I believe the committee will agree with me that 
it is representative of the industry. 

One provision in the act which you requested me to discuss par- 
ticularly was section 701 (c). In my judgment, this section announces 
a policy and an intention to prevent any unnecessary disturbance to 
the normal channels of distribution, other than the inevitable dis- 
locations resulting from meeting military and defense requirements. 
[It applies to independent small business in the normal channels of 
distribution the veneral policy or— 

Preventing undue strains and dislocations upon wages, prices, and produc- 
tion or distribution of materials for civilian use within the framework, as far 
as practicable, of the American system of competitive enterprise. 

The problem to which this a is directed is a serious one. We 
can expect, at least for the next vear or so, that larger and larger 
shares of the supply of many materi: jade will be channeled to military 
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purposes and to other essential war-supporting purposes, and we can 
also expect that, over the next year or so, the free supply available 
for ordinary unrestricted civilian consumption will be decreased. 
The continued normal demands will tend to cause inflation. Black- 
market operations can accentuate the lessened supply. Independent 
small business whose purchasing power usually is not great will be at 

i disadvantage in competing with integrated companies for a fair 
a are of the available supply, and without assistance may find it im- 
possible to survive. 

While the problem is clear, the solution is by no means equally clear. 
Obviously, no solution can be accepted which would interfere with 
meeting the requirements for the national defense or the require- 
ments for essential civilian needs. 

It is my understanding, from the statements made in the Senate 
when the proposal which became section 701 (c) was presented, that 
it was not intended to apply to the allocation of “anything that is 
necessary in the interest of national defense down to housing or any- 
thing else” or to “anything in the interest of the war effort or for 
the defense of the country.” It was, I understand, the material 
remaining after all defense allocations, including essential civilian 
allocations, which were intended to be covered by the phrase “the 
available civilian supply.’ 

In my case of an industry like the meat industry, the policy set 
forth in section 701 (c¢) can be applied with relative simplicity be- 

cause of the sharp distinction between military and civilian require- 
ments and the absence of varying degrees of essentiality within the 
civilian requirements. Meat is used by the military or by civilians for 
one purpose—to eat. The need of one person for meat is, generally 
speaking, the same as the next person's need. The civilian demand for 
an item like meat can, with reasonable limits, be reduced to the avail- 
able supply by r: —- 

However, this clear distinction between materials which are allo- 
cated in the interest of national defense and the available civilian sup- 
ply is not possible in the case of such a material as rubber. Some items 
containing rubber, such as railroad equipment, certain oil field special- 
ties, and certain farm and electrical equipment, are obviously essen- 
tial to the national defense and the maintenance of the essential civ- 
ilian economy. Other items, such as tires, are essential in many situa- 
tions, but in other circumstances are completely nonessential. Even 
toys and athletic equipme nt may, under some circumstances, be essen- 
, but, generally speaking, their contribution to the defense effort 
er to the essential civilian economy is limited, 

I have indicated above, the policy laid down in section 701 (c) 
is, strictly considered, applicable only to such items as nonessential 
tires, toys, athletic equipment, and the like, and not to essential civilian 
requirements. However, the poli v of section 701 (c) has been applied 
to the allocation of rubber for all products, except for direct military 
orders. This has been done by taking the year ending June 30, 1950. 
as the base period for the allocation of all kinds of rubber—other than 
for direct military orders. ae rally speaking, a person using natural 
or synthetic rubber receives an allocation based on an indus try-wide 
percentage of his consumption : aha the year ending June 30, 1950, 
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The use of this base period seems to me entirely in conformance with 
the provision of section 701 (c) that the available civilian supply 
should be allocated in the normal channels of distribution on the basis 
of the share received under normal conditions during a representative 
period preceding June 24, 1950. 

An exemption is also provided in the order from the restriction on 
total new rubber consumption for persons who use only small quanti- 
ties of rubber. A provision is also made for adjustments and excep- 
tions in the case of undue or exceptional hardships. 

The use of the year ending June 30, 1950, as the base period for the 
limitation on the consumption of rubber was established first in Allo- 
cation Order R-1 issued by the Office of Industry and Commerce Au- 
gust 25, 1950, before the enactment of the Defense Production Act of 
1950. This order was issued, after consultation with the rubber in- 
dustry, under the authority of the Rubber Act of 1948. It was felt 
then, and we still feel, that, while arguments could be made in favor 
of a longer period or a shorter period, as a general rule, this base pe- 
riod constitutes a representative period for use in calculating alloca- 
tions. 

As I have indicated above, I am not in a position to discuss the 
details of the orders issued by the NPA nor am I prepared to discuss 
the effect of these orders on individual companies. The NPA staff 
will do so. 

In conclusion, I would like to state that it has been the intention 
and purpose of the department and the NPA to carry out fully the 
policies and objectives of the Defense Production Act under the cir- 
taser inces confronting us. I am convinced that we have done a 
good job. If in this investigation the committee finds any respect in 
which we can do a better job, I will welcome the opportunity to im- 
prove our operations. 

Senator Gruterre. Thank you, Mr. Secretary. 

Senator Thye, would you like to ask some questions? 

Senator Ture. I have no questions, Mr. Chairm: - 

Senator Gitterre. We have another member of the select com- 
mittee with us. Senator Schoeppel, we would be glad to have you 
ask some questions. 

Senator Scuorrre.. I appreciate the opportunity of sitting in on 
some of these hearings. 

Secretary Sawyer, I would like to ask you about the retreading 
industry in the rubber field. Thousands and thousands of businesses 
all over the United States are engaged in that. 

When you take the period in June 1950, is it not true that that was 
a period when almost anybody could walk in and get a new tire! We 
did not have the short: age of supply and the demand made upon those 
establishments for the supply of 1 ‘ubber for rec apping purposes. 

I assume that is being taken care of. Is it true that the recapping 
industry was then at an all-time low? 

Secretary Sawyer. I think generally your statement is true. I 
recall one case where I personally appealed to the RFC to make an 
additional allocation so one particular small plant which I think was 
in Pennsylvania, could continue its business because it was about to 
go out of business. I am sure there were other situations of a similar 
character. 
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Senator Scuorrre,. There were a number in my part of the coun- 
try even as recently as 3 months ago, which were already feeling the 
pinch and were unable to get rubber supplies. However, the big 
rubber industry was rolling along, with business as usual. 

They were pointing to the fact that their supplies were curtailed 
tremendously and they had to cut their forces and were wondering 
what the future held for them. That is the reason I ask that 
question. 

Secretary Sawyer. We recognize the difficulty of the situation, 
Senator Schoeppel. The little fellow is hurt more than the big 
fellow. 

As far as the allocation is concerned, the theory in back of it is that 
we had to take some period, because that is what Congress indicated, 
and a year’s period was a proper one. There was room for adjust- 
ment in hardship cases. There was no percentage required as far 
as a certain amount of rubber was concerned in the case of the small 
user. 

Senator ScHorrren. In your machinery for the hearing of these 
hardship cases, I realize that when you set up a new situation, it al- 
ways talbta time to develop it and get a smooth-running organization. 

Is that proving successful or is it a matter of months before a small 
business out in an area makes application for a hardship case, would 
it be months before that is brought to the attention of the proper 
authorities here in Washington ? 

Secretary Sawyer. No, it would not be months. I am sure there 
are many cases where individuals felt they did not get as prompt at- 
tention and relief as they were entitled to. Iam sure you will agree 
with me that that is almost inevitable. 

I think myself, in the light of the speed with which we set up this 
organization and the tremendous difliculty and complication involved, 
that a good job has been done. I am certainly not sitting here and 
telling this committee that it has been perfectly done. I am sure 
it has not been. I am sure we have made mistakes. 

I would like Mr. Fleischmann, who is at the head of the NPA, and 
Mr. McCoy, to give you details on exactly what is done with regard 
to appeals in hardship cases and so forth. 

Senator Scuorrren.. My section of the country is a great agricul 
tural area. We put farm machinery on rubber. 

In these industry committees set up for consultation in working 
these problems out, I am sure that in your Department’s approach 
to this thing that that is one segment of the industry that is going 
to be very carefully considered when they make their demands and 
requests because it ties into the food and the fiber. 

Secretary Sawyer. There is no doubt about that, Senator. We 
have continually given attention to the demands and needs of agri- 
culture. I did it, for instance, a few years ago, in connection with 
steel for bins, as vou may recall, at the time when farmers had great 
need for storage bins and we undertook to allocate steel for that pur- 
pose. That was not in the present emergency, I think it was in 
early 1948 or 1949, 

Of course, every industry in every segment of the economy, when 
they present their claims, indicate they think their claims are the 
most important ones and the tough decision we have to make is be- 
tween all of those conflicting claims. 
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Senator Scnorrren. Those are the only questions I have, Mr. 
Chairman. 

Senator Gitterre. Mr. Shaver—— 

Mr. Suaver. What I am concerned about is the statement in 701 
(c) dealing with “normal conditions during a representative period 
preceding June 24.” I think we all know that 1950 was the greatest 
automobile-product ion year in the history of our country. There were 
11,000,000 tires for original equipment. 

Do you think, Mr. Secretary, as a matter of policy, that that rep- 
resents a normal ee by ge that whole year? 

Secretary Sawyer. I do as I define the word “normal.” If you 
mean by that, do I claim that is a typical period of years, of course 
it is not. As you pointed out correctly, it was the biggest year in 
history. However, it was certainly a normal year. My understand- 
ing of the meaning of the word is that we are not dealing with an 
emergency. Certainly conditions after Korea have not been normal 
and to take a period after the beginning of the war in Korea would 
not be in conformity with the requirements laid down by the Con- 
gress in the Defense Act. 

I do not know quite what other period we could take. Would we 
go back 3 years be fore and take a year or would we take 6 months of 
that year? It seems we did the best we could in an effort to comply 
with the Congress in picking this year. 

Mr. Suaver. I mean by allowing that portion of the industry 
which has all the original « equipment contracts, we all know that, 
to allow them to base this allocation on a year when they supplied 
more cars than any other time in history, seems to supply an abnormal 
firure for that segment and thereby give them a bonus, if you please, 
to play on now. 

I wonder if the NPA has ever tried to develop a formula on a 
quarter basis or a 6-month basis. 

Secretary Sawyer. I would prefer to let Mr. McCoy answer as to 
what they have tried to do. 

I do know when they issued the original order, which I issued 
under the Rubber Act and not under the Defense Act, an effort was 
made to adjust the case of the abnormal use of rubber, for instance 
in the month of August, the month immediately preceding. 

The first order, as you know, embodied the last 4 months of the 
calendar year. 

Now as to what consideration was given at lower levels to the 
advisability of using a quarter, or 6 months, I frankly do not know 
and I would prefer you would ask that question of either of the two 
gentlemen I have mentioned. 

Mr. Sraver. As a matter of fact, Mr. Secretary, from a policy 
standpoint—you may prefer that Mr. Fleischmann answer this ques- 
tion, too—do you consider it is absolutely necessary to use a historical 
base period for allocat ing the rubber ? 

Secretary Sawyer. I think that is in accordance with the mandate 
of Coneress. 

Mr. Suaver. Do you think that is in 701 (c), Mr. Secretary, that 
it is compulsory ? 

secretary Sawyer. As to whether or not it is leg ally compulsory, 
I am not so sure. I think it is, as a matter of fact. Regardless of 
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that, what we have tried to do is to follow out the indication of policy 
laid down by the Congress and it says here: 

There shall be a fair share of the available civilian supply based so far as 
practical upon the share received by such business under normal conditions 
during a representative period preceding June 24, 1950, and having due regard 
to the needs of new businesses. 

Senator Tuyr. Mr. Chairman, that does raise a question in ny 
mind that J would like to ask of mecretary Sawyer and that ques 
tion Is, if steel for automobiles is cut back SO that the automob! 
manufacturer must suffer a 25-percent reduction, if he does not have 
a war contract that would be either in jeeps or some type of al 
automotive vehicle so that he would need a rubber tire for that, 
he gets a 25-percent reduction in automobile manufacturing, then 
does not need the rubber to equip that car, and therefore if he co) 
tinues to receive his same allotment of rubber for rubber tires, that 
particular manufacturer would have more tires on his hands or more 
rubber on his hands than he necessarily needs. 

However, the man recapping a tire will find his business increase 
because he cannot get and the purchaser cannot get the new tire and 
therefore they would try to recap what they have. 

Do you take that into consideration in the over-all study ¢ 

Secretary Sawyer. I think it should be taken into consideration. 

Senator Tuyr. But is it? I have a telegram right here which in 
dicates that it 1s not bei 1g done. That is the question which occurs 
to me at this point in the discussion. It is being done to make certain 
that we are not lopsided, that the manufacurer of new automobiles 
getting his regular allotment of rubber or rubber tires. 

Secretary Sawyer. He is not getting his regular allotment. He i 
cut down percentagewise but it is done on an industry-wide basis. 
That is your point, and I think that is true. 

Whether the provisions dealing with the small manufacturer or 
hardship cases or so on have given adequate consideration to the r 
capping industry, I am not prepared to say. I believe the people 
could testify to that better who are familiar with the day-to-day oper- 
ation. 

Senator Tuyr. That is why some of us assisted in the provisions of 
the Industry Control Act. The industries affected by any controls 
should be consulted before a regulation was promulgated because we 
knew of the hardships, due to the fact that they did not have all the 
factors or information, before they promulgated the rules back in 
1942. Some of us endeavored to make certain we would not make the 
same mistake made in World War II, as we entered into the new year 
of crisis. 

That is why I am quite certain that the provisions of 701 were 
worded as they were, so there would be consultation with the manu- 
facturing individuals before the regulations were set up so we could 
avoid any mistakes. 

Secretary Sawyer. That was done in connection with the rub- 
ber industry I know and I think those consultations have continued 
to go on. 

We have in connection with every one of these orders undertaken 
to follow out the mandate of the Congress on the point you mentioned 
which is just common sense anyway. If you issue an order dealing 
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with an industry, the industry is the one best able to tell you what is 
involved, what the possible dislocations are and so forth. 

Mr. Suaver. That was my point, Mr. Secretary; using that year 
ending in 1950, it would seem to me to represent an abnormal year. 

Now to take the Big Four and give them a percentage reduction 
based on that year would still give them more rubber, and a bonus 
or a kitty, than it would that same reduction to the small segments 
when they did not have that good year 

Secretary Sawyer. I am not so sure the smaller ones did not have 
the good year, but 1 would welcome a suggestion as to how we can 
see that the little fellow is protected in an order which, unless you 
xdopt a complete control of materials plan, an order which has to be 
general in its application. That seems to me to be the problem. 

In the particular case of the recapping industry it is a serious 
problem. 

Mr. Suaver. What would be your understanding then, Mr. Secre- 
tary, based upon the automobile reduction, with regard to the tires 
for original equipment? What could we do with the percentage of 
reduction, then, insofar as assisting small business is concerned ¢ 

Secretary Sawyer, I do not think I would care to speculate on that, 
but certainly if the automobile manufacturer has more rubber than 
he needs because of the fact that he is not making as many automobiles 

he had been, and another manufacturer has less, there should be 
some program we could work out. 

Mr. Suaver. I do not think you will ever get a company to admit 
they have more rubber than they need. 

Secretary Sawyer. They certainly do not admit it to us. They all 
think they are badly treated, I am afraid. 

Mr. Suaver. That percentage that will be gained by virtue of the 
reduction in the production of automobiles, certainly that could be used 
to alleviate some of these hardship cases of small rubber companies? 

Secretary Sawyer. It would seem so. I would prefer not to make 
a categorical answer unless I were to give a careful analysis to the 
result of the automobile order, but in principle what you say is correct, 
undoubtedly. 

Mr. Suaver. I am very much interested, Mr. Secretary, to hear 
you read your item— 
some items containing rubber such as railroad equipment, certain oil field special- 
fries 


and so on- 


are obviously essential to the national defense and the maintenance of essential 
civilian economy. 

[I certainly hope the Secretary will follow the course of these hear- 
ings because one of the small rubber companies dealing with oil-field 
specialties has been reduced to a point now where he can operate 2 
hours per month. When the appeal was taken he got 45 pounds, on 
appeal. 

I would be interested in knowing about that. 

Secretary Sawyer. I have never heard of the case but I will cer- 
tainly give it attention. I do not quite understand that myself. 

Mr. Suaver. Neither could the committee, Mr. Secretary. 
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Senator Gitierre. Mr. Secretary, the subcommittee wants to thank 
you for a very excellent statement here, which will be a foundation 
for quite an extensive inquiry into this field. 

In order to expand your statement just a bit, you quoted on the first 
page, the second paragraph of the Defense Production Act of 1950, in 
which the President was laying down a rather daring statement as to 
how the President would exercise his authority. 

That is predicated upon the first paragraph in which it is stated: 

It is the policy of the United States to oppose acts of aggression and promote 
peace by assuring respect for world law and peaceful settlement of differences 
among nations. 

The United States is determined to maintain whatever military and economic 
strength is found to be necessary to carry out this purpose. Under present cir- 
cumstances this requires diversion of certain materials and facilities from 
civilian use to military and related purpose, but it requires expansion of pro- 
ductive facilities beyond the levels needed to meet the civilian demand. In order 
that this diversion and expansion may proceed at once, and that the national 
economy may be maintained with the maximum effectiveness and the least hard- 
ship, normal civilian production and purchases must be curtailed and redirected 

In your reference to 701 (c) and your interpretation you properly 

called attention to the fact that the Congress had laid down the yard- 

stick for the guidance of the executive branch, and suggested, if I 
understood you correctly, that it was absolutely ine umbent upon you 
to adopt a base period as a yardstick before a certain date. 

Secretary Sawyer. That is what we felt. 

Senator Gutterrr. However, if you will read this subsection (c) of 
s pallie 
(01, again, it provides that— 

Whenever the President invokes the powers given him in this Act to allocate, 
or approve agreements allocating, any material, to an extent which the President 
finds will result in a significant dislocation of the normal distribution in the 
civilian market, he shall do so in such a manner as to make available, so far as 
practicable, for business and various segments thereof in the normal channel of 
distribution of such material, a fair share of the available civilian supply based, 
so far as practicable, on the share received by such business under normal condi- 
tions during a representative period preceding June 24, 1950, and having due 
regard to the needs of new business. 

You have in law that that was not a good base period, that that was 
a selective one. 

Secretary Sawyer. That is right. 

Senator Girierre. And that Congress in the enactment of that pro- 
vision, in three separate phrases, provided a discretionary column, So 
it is not compulsory to select a base period. In the first place, Congress 
did not select it and, in the second place, if you select it, Congress very 
carefully provided by these three phrases that you wd a wide field 
for discretionary use of that power. Is that not true? 

Secretary Sawyer. I think it does give a wide discretion, but it 
would seem to me that we would be subject to severe criticism on the 
part of the Congress if we had not adopted any base period, so the 
fundamental question is “What is the proper base period?” and, so 
far as the exceptions and “wherever practicable,” as the phrase is used 
here, I assume that means hardship cases and exceptions to be made 
in the case of very small businesses and so forth. 
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As I said in my original statement, I shall welcome, and I know 
those who work under me will, any constructive suggestions as to how 
we can improve either the practices in which we are engaged or the 
orders that we have issued. 

I have felt, and they have too, that the base period which we picked 
was a proper one. If the posit ion 1s taken that we need no base period 
it seems we are faced then with utter chaos or a controlled materials 


] 
| 


plat » ONE OF the other, 

We the best we could to follow the m: andi ite of the ¢ ongress. I 
still ee >not had: irguments mM ile to me whi ch woul | indicate we hi idl 
heen wrong 1f we had taken a 6-mont] pel iod or a 3-month period. 


Mr. Shaver mentions the tremendous business the automohile com- 
panies were dou a in that year we took. I think thei ir busin 1eSS WAS 


even bigger in the last 3 months of that year so we could not have 
picke d that acai We might have picked the 3 months of the vear 
before but we thoueht we followed the type of mandate the Congress 


1 


had i laid down 

Senator Gittetre. I hope, Mr. Secretary, that you will not jump to 
a conclusion that we are going to start out with ‘eevee: here and 
criticize ¢ ‘verything you have done. You have properly stated that it 
Sa very difhi cult pro yblem with ill ot its compli eations and ramifica- 
tions. It is necessary for the talet sie be ‘anch, your Department and 


the industry to work it out, lessen your difficulty, and reach a better 
answer 

Secretary Sawyer. T not only do not ob ject to the investigation but 
I welcome it. I think in spite of the tremendous difficulty of this job, 


my Department, like all others, pe ve th will do a little better job if 
they know they may be occasionally investigated. 

Senator Gitterre. Thank you. 

There is just one question that I want to ask you. I think it is 
necessary to explain a statement you made commencing at the bottom 


The continued normal demands will tend to cause inflation. Black-market 
yperations can accentuate the lessened supply 


This is what I refer to: 


lependent small business whose purchasing power usually is not great will 


{ 
be at a disadvantage in competing with integrated companies for a fair share 


ol 


the available supply, and without assistance may find it impossible to survive. 


If you have a fair base period, how would you draw such a deduc- 
tion as that, that independent small business is going to be at a dis- 
advantage in competing with integrated companies for a fair share? 

Secretary Sawyer. The orders we issue do not order anybody to 
give deliveries to the small « nape ny and it is true that the little fellow 
is at a great disadvantage in dealing with a supplier because the 
supplier's normal desire is to retain his big customer who pays his 
bills promptly and offers a market for the future which is very 
attractive. 

There is no doubt in my mind as to the disadvantage under which 
the small-business man labors in that connection. 

Of course, what happens is that when the supply is cut down the 
supp ylier wants to take care of his big customer if he can. That is 
one of the reasons why, in connection with steel, in the very first order 
we issued, we ordered the steel ml ills to set aside ; a pe reentage of the! iT 
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output for the warehouses because it is through the warehouses that 
the little fellow does most of his buying. 
_ That was a definite effort to help the little fellow and we have done 
that continually in all of our orders. In fact, most of those orders 
are really issued to protect the little fellow. 

Senator Gitterre. You have put your finger right on the glaring 
difficulty. There is a difference in distribution and allocation of 


material. It is not sufficient to say that you are a small-business mat 
and you are entitled to a certain percentage of whit Vou used d i} oO 
your | ase period, ‘That is not Yoing to do him ai \ cvood it he cannot 
buy it. 

Secretary Sawyer. It does him some good but, of course, y« 
dealing there with the use of the rubber and not with the purchase ol 
it. lt is a problem, there is no doubt about 

Senator Ginterre. How are we going to meet that 

mecretary Sawyer. We have met it in connection with st l« 
partially met it at least by an order to the steel mills. I do not 
what this developing process lay bring about as far is t | | t | 
fellow and what he can vel Is concerned, but I am hopei | that we 
will be able over the months as they go along—and you, yourself, have 
ugegested what a difficult thing it is to b uld up an organization, and 
we are doing a job now in NPA which was done by 23,000 men and 
women in World War II. and we have nothing a, aching that size 
and do not intend to have anything approae hi ne that size, | Ly Lery —_ 
_ isa very, very large and diflic ult operation as anyone wou ld 

f he could come over there and watch i t Operate for a week or two. 


Senator GILLerrE. Senator Thye. 

Senator Tuyrr. You made mention of steel. Some steel was com 
pelled to go to the warehouse and then be distributed from the war 
house. H: ive you tried to foll Ow up to fin dl out whether there has 
been a fair anda just distribution of the material / 

Secretary Sawyer. We have. 

Senator Tarr. We have many, msny complaints relative to steel. 
It got into the warehouse and the warehouse was used for the purpose 
- vetting a higher price for the steel. The processor and fabricato1 

had normally gone to the mill. He could not go to the mill. He now 
had to goto the warehouseman and when he went to the warehouseman 
there was an additional charge imposed which cost him more for the 
raw material than it had heretofore. 

Have you followed up on rubber to make certain that the processor, 
the wholesaler, was actually trying to distribute and get the rubber 
into the hands of the little fellow that had norm: lly been a customer 
for the past many years ? 

Are you ¢ ‘hecking on that, or do you make that man run around and 
try to retrieve a little rubber here and a little rubber there? Is there 
a system of allocation from the warehouseman right down to the 
processor, or the fabricator ? 

I think that is most important because all of us here in Congress 
are today sort of the medium between the processor and the whole- 
saler, or the man who distributes the raw material because, when they 
cannot get it, they write us and then we proceed to try to make the 
contacts and find out why they are not getting the raw material. 


84514—51—pt. 1 2 
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Secretary Sawyer. Of course, you have asked me several questions, 
Senator. 

Senator Ture. I have asked you three of them. 

Secretary Sawyer. I will try to answer them. 

In the first place, I am sure you are getting, as are all Members of 
Congress, a great many complaints. My suggestion is that if you 
would refer those to the proper person in the NPA, you will get 
prompt attention. If you do not get such attention, call me personally 
and I will see that you do. 

I have had that experience on some occasions. 

Now, with regard to whether we follow up these orders and police 
them, so to speak, the answer is that within the limits of our staff we 
do, and that process is Improv ing. 

I was before another committee some weeks ago in which a statement 
almost identical with your statement about a warehouse for steel 
products was made. We were told this warehouse was accumulating 
tremendous amounts of steel for the very purpose you have indicated. 
Late on a Friday night we put police around the place so they could 
not move it in a hurry and moved in Monday morning and found 
there was nothing to it at all. 

The rumors indicated it, but the facts were different. 

I do not mean to say that is true in every case, of course. 

Senator Gitterre. Senator Schoeppel. 

Senator Scnorrrrn. Mr. Secretary, we had one question which came 
before us on another committee. Here was a relatively small business 
which employed about 400 people and had been in business for 50 
years. It was a cable business. It supplied 50 to 60 percent of all 
the railroad needs. In the use of rubber, they were cut down to about 

fourth of what they were normally using. 

Their customers were receiving, very quickly, inquiries from some 
of the rubber companies offering to supply them with the cable and all 
of that from their rubber supplies. 

Who should I go to see about that ? 

Secretary Sawyer. You go to see me and you give me the name 
of the company. 

Senator Scnorrren. I appreciate that. 

Have we had in any department here some determination of the 
supply of rubber on hi ind by the Big Four or the Big Five? 

Secretary Sawyer. Do you mean inventories ? 

Senator Scnorrren. Yes. 

Secretary Sawyer. I am not sure about that. 

Senator ScnorpreLt. Do you not think that might be practical for 
us to have? 

Secretary Sawyrr. We will not permit any inventory accumulation 
at a time when we are trving to he ition oi at we have. I would be 
glad to know of any such instances. 

Senator ScnorrreL. Thank you. 

Senator Gittetrr. Again I thank you, Mr. Secretary. We appre- 
ciate very much your assistance. 

Secretary Sawyer. Thank you very much for your very courteous 
treatment. 

Senator Gritette. Before calling the next witness, I want the record 
to show that we are honored by the appearance of Senator Sparkman, 
the chairman of the Select Committee on Small Business. 
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The next witness is Manley Fleischmann, Administrator, National 
Production Authority. 


STATEMENT OF MANLEY FLEISCHMANN, ADMINISTRATOR, NA- 
TIONAL PRODUCTION AUTHORITY, ACCOMPANIED BY ROBERT 
H. WINN 


Senator Giuerre. Do you have a _ prepared statement, Mr. 
Fleischmann ? 

Mr. FLeiscHMann. I do not have a prepared statement, but I have 
prepared answers to some of the questions which Mr. Shaver was good 
enough to submit to us. 

I felt if it would be acceptable to the committee I would be glad to 
make a few observations on the allocation problem in connection with 
rubber and then address myself to those and any other questions that 
the committee has. 

Senator Grttetrr. You are the Administrator of the National Pro- 
duction Authority ? ‘ 

Mr. FieiscumMann. Yes, sir. I was appointed first Acting Admin- 
istrator of the National Production Authority after Mr. Harrison 
moved to the Defense Production Administration. 

As I recall it, that was on January 26 and about a week later I 
became Administrator of the Authority. 

Mr. Guerre. You may proceed with your general statement, Mr. 
Fleischmann. 

Mr. FieiscHMann. Mr. Chairman and members of the committee, 
in the first place, I want to repeat as vigorously as I can what Secretary 
Sawyer said about our general views of the allocation problem. 

We welcome this hearing and opportunity for discussion because 
I probably know, I think, as well as any person now in the Govern- 
ment, how difficult if not impossible it is to set up a completely fair 
and efficient a ation system. 

I might say just a word about my own background and I should 
confess at the outset that I know very little about rubber. During 
World War II I had the responsibility of setting up the original 
priority system as assistant general counsel of the War Production 
Board. 

Between wars, so to speak, I went back to the private practice of 
law, but I have thought and worried a great deal about allocation 
systems and I feel I do know something about that subject, although 
my knowledge of rubber is, as I am afraid will be demonstrated, not 
very extensive. 

I might say too, I have no connection, professional, personal, 
financial, or otherwise, with any large ro I sometimes wish 
in my private practice that I did have, but the facts are otherwise. 
I have had a general Jaw practice and have only had relations with 
small business. 

Perhaps I might say one more word. I have said publicly and I 
believe sincerely, that the problem of small business in a mobilization 
effort is the one greatest unsolved problem that we have. That is 
particularly so if, as appears, this is likely to be a long effort, as 
distinguished from a war effort that is quickly over. 

Small business did recover quickly and well, I think, from World 
War II, but if we are going to have an emergency here that goes for 
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5 or 10 years, then it seems to me the prob lems of small business, which 
are always intensified in any mobilization effort, those problems are 
ones ft hat require the cont iInuines,. earnest study of the Legislature ; the 
legislative branch and the Executive. 

The necessity for allocation arose from the obvious fact that in war- 
time all mater als immediately come into short sup ply. 


It is not generally ; ipprec) ated, but the fact of the matter 1s that 


in 1951 we will have less available materials of all kinds, of all 
materials, than in 1950. That arises from a combination of 
factors. First, at the beginning of 1950, business generally had large 
: vai TY ] , t] 1] ah lucti 
Inventories on hand. Those were used up In the ait-out pro uction 
of 1950 and we are now living on current production, plus our imports, 
Secondly, we have reactivated a very Vigorous stockpile program 
In many} erials since Korea 


Phat stockpile program, as | think this committee knows, lan- 
euished during the past vears and languished all during the summer 
Go ing } . 

i particularly important factor in the rubber 


We are now, beginning in the late fall, adequately replenishing our 


dangerously low stockpile Ol course, every po nd of rubber, or for 
that matter. copper or aluminum, that goes into the stockpile in un- 
fabricated form is Just 1] pound less that does not get into the in- 
dustrial machine and to that extent, of course. we have less materials 


available, rather than more. 

Senator Gutterre. May I interrupt you there, Mr. Fleischmann? 

Mr. FierscumMann. Yes. 

Senator Gitterre. Have you been stockpiling rubber? 

Mir. FLeiscHMANN. Yes, we have. 

Senator Gitterre. Both synthetic and natural ? 

Mr. FietscuMann. Natural only. 

Senator Gitterre. Does it deteriorate ? 

Mr. Fierscumann. I believe not. At least not in any predictable 
pt riod. The t\ pe we have stockpiled has not. 

The third factor that makes it necessary for allocation is that as 
you enter a preparedness program you must, by every definition, give 
pre fe rence to the m ilits ary orde ‘TS. Eve ryone agrees they have to be 
taken care of first. You can reduce that by se inventories and 
by working with the military on specifications, | ut having done every- 
thing you can you still have the necessity for taking out the military 
order. Since that is a new demand placed on top of the production 
that has normally gone on, you have a very definite, diminished supply 
available for civilian use. 

All that leads to the necessity for some kind of an allocation sys- 
tem. If you rely on the ordinary law of supply and demand in any 
situation like this, what happens is obvious, 

The small producer or small-business concern inevitably gets the 
short end of the stick. 

That is true for two or three reasons. all of which are familiar to 
this committee. The first one obviously is that when a producer has 
to choose he naturally selects his best customer who is generally the 
big produce rr. , 


Rewrite the best customers, of course, have greater buying power 
addition to these closer rel: ationships and all in all history demon- 
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strates very clearly that the small concern gets less, in a restricted 
market of that kind. 

That is why, among other things, you have to have allocation. 

Now, during World War II, the allocation power was granted by 
Congress in the Second War Powers Act, in a very broad manner. 
As 1 recall the language, which used to be more familiar to me, the 
language was that the President could allocate generally in the interest 
of national defense. 

It was the feeling of Congress in passing the Defense Production 
Act, apparently, and I believe soundly, that some additional guidance 
was necessary to those of us who would be unfortunate enough to have 
to try to allocate this material. It was thought that just that general 
standard was not sufficient. I think after very mature deliberation, 
Congress passed section 701 (c) which sets some kind of a standard 
which is to be apphed by those who must allocate, in the situation 
such as I have described, where there is a very limited supply. 

Now, to answer the question Mr. Shaver asked, I do not think it is 
100-percent compulsory on us who have to allocate to follow religiously 
and rigorously this base-period system. I start from this end: I think 
the basic purpose of allocation is the question of essentiality. What 
we ought to be doing in allocation is to make sure that the most essen- 
tial producers get taken care of in reasonable amount. 

For example, the supply of the military demand is merely a state- 
ment that that at the moment seems to be most essential. We might 
say that the maintenance of public utilities or of the agricultural 
community is so essential that we have to take care of them first. I 
think that is imphed in any allocation statute. I recognize that and I 
accept it. 

I must say this: We have not yet come to a point where we make 
an accurate or scientific allocation based on essentiality. We are mov- 
ing, I think, quite rapidly in that direction. 

Those of you who had this experience in World War IL know that 
you cannot set that up overnight. There is the problem of end-use 
identification. Rubber, like steel, passes oneal many successive 
fabrications and you cannot, just by allocating it to the first man who 
happens to fi abricate it, know with any accuracy whether that rubber 
is coming out in the shape of a toy, a cable, or a tire for farm equip- 
ment, 

I just want to say that it is an enormously complex problem upon 
which we are only beginning to move. I do not apologize for it be- 
cause having gone through it before, I say we are doing this time, in 
about 6 months, what we did in 2 vears before. 

Frankly. I would not know how to go any faster than we have 
done on that score. 

To give you one example of what we are doing in that field, we have 
recently granted an additional allotment of rubber for what I call in 
the jargon of our trade, M. R. O. That means maintenance, repair, 
and operating supplies. It is designed to help particularly the 
smaller concerns in this field, although that was not the purpose of it, 
the concerns that make things like belt and cable and the industrial 
equipment made out of the rubber. We feel they must have their 
consumption stepped up. When you step up somebody, it is, of course, 
taken from somebody else. 
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If you do not mind, in passing I will comment on some of the things 
the committee showed interest in while Secretary Sawyer was 
testifying. 

We are in fact now cutting back tire production, beginning next 
month, in accordance with the cuts that we are having in automobile 
production. That certainly is a sound thing to do. 

Now, as to the question as to whether we could make that amount 
of rubber available to small business to handle these hardship cases, 
I regretfully say I do not see how we could. The purpose of that 
cut-back, among other things, is to see to it that heavy-truck tires 
and the kind of things also mentioned, such as farm-equipment tires, 
they have to be accelerated because we think and I think this com- 
mittee would think that that kind of industrial expansion is more 
necessary than automobile expansion during the present period. 

Now, I also want to comment on what. was said about rec apping. I 
would agree with what it was I think Senator Schoeppel and Senator 
Thye mentioned. I think that istrue. I think we should divert ad- 
ditional rubber to recapping because it is a much more economic use 
than making new tires. Everybody knows that, and it is right. 

We have made a few special provisions and Mr. McCoy ana others 
will describe them accurately. You must understand I too several 
hundred orders to administer and I do not know the details as well 
as I should of every order. We have made special provision for it, 
but I do not think it is extensive enough. I think we should turn to 
giving more rubber to recapping uses as compared with new tires. 
I think that suggestion is a sound one. That, incidentally, helps small 
businesses, but from my standpoint that is not the primary reason for 
doing it. It is because it is a sensible idea to use less rubber, rather 
than a large quantity, for tire production. 

Now, getting back again, I think we could allocate according to 
essentiality and pay no attention to this base period, providing we 
were willing to take that on. 

In order to do that, for example, we would have to say whether 
motorcycle tires were more important than automobile tires and all 
the rest. That would take the wisdom of a Solomon, which is a searce 
commodity down in the Commerce Building, just like other places 
in Washington, and we want to limit that type of regulation to the 
minimum. We think, whether it is right or not, that it is why Con- 
gress told us to use a base period, because they thought on the whole 
small business would do better. 

Looking at the experience of World War IT, the experience was 
not that small business was restricted to his percentage position in 
a base period, but that it never got to that pomt. I think Congress 
had in mind that we should insure that small business have that per- 
centage, at least. 

Now, it did not, to my way of thinking—and I used to be a lawyer 
before I got into this, and it did not, as I read the statute, say that we 
must entirely transform that whole area of civilian consumption and 
take very large amounts away from, if you will, big business to give 
it tosmall business but it was an absolute admonition to me and others 
who had to administer, that we had to see to it that small business got 
a fair share. 

Congress went further and told how that fair share was to be deter- 
mined. I am not saying for one minute that I have to follow that 
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religiously ; however, I think it would be a dereliction of duty—TI will 
face it as squarely as I can—for me just to disregard that statement 
of Congress. I do not propose to do it unless it is the unanimous 
opinion of this committee that this base-period statute should not 
apply. If it is wrong, we should change it, but we feel there is a 
standard laid down by Congress and we certainly have to pay some 
attention to it. 

Senator Tyr. Would you answer a question right there / 

Mr. FietscuMann. Yes, sir. 

Senator Tuyr. Mr. Fleischmann, you naturally recognize the ability 
of large processors making this contact and making sure that their 
corporations would obtain the raw material, that is, the rubber. 

Mr. Fieiscumann. Yes, sir. 

Senator Tuyr. We just know he would be looked after. The reason 
why there was a limitation or cut-back or base period was to make 
certain that this particular representative of the large corporation 
would not go in and take 150 percent over and above his normal base 
and thereby absolutely deprive any of the small fabricators or proc- 
essors from getting any in that particular quarter. 

I think that was the one reason why a specific base period was writ- 
ten into the act. 

Mr. FieiscumMann. I think that is exactly correct and that is the 
way we are trying to administer it. 

Senator Tuyr. Human nature being what it is, the Congress re- 
cognizes that base. 

Mr. FietscumMann. I might say, not in the way of correcting Se- 
cretary Sawyer, but I want to call attention to something we are trying 
to do, and that is, we are supplementing these limitations on use by 

\ positive allocation designed to see that the small fellow does get 
die share. We are now allocating, I believe, two types of synthetic 
rubber and in addition we have the mechanics set up to handle a com- 
plete allocation of natural rubber because at the present time the Gov- 
ernment is the sole buyer. So we are going further than just limiting 
the use. We are taking, I think, effective ste ps to see to it that large 
and small alike get their share. 

Senator Giuterre. Mr. Fleischmann, in order to conserve your time 
and ours, you referred to a number of questions that the counsel pre- 
pared, but before he asks the questions, could I ask Senator Sparkman 
if there are questions he has to ask ¢ 

The Cuairman. I have no questions. 

Senator GILLetre. Senator Schoeppel ? 

Senator Scuorrre,. Who has the record of the overseas supplies 
of rubber? Where can we get information on what amounts are 
being sent / 

Mr. FuetscuMANN. I think we could furnish those, Senator. I will 
arrange to have that furnished to the committee. You do not mean 
the military ? 

Senator SCHOEPPEL, I mean exclusive of the military. 

Mr. FieiscumMann. That we might be exporting to England, for 
example ? 

Senator Scnorrren. That is right. 

Bah FLEISCHMANN. I can furnish the committee a breakdown on 
that. 
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Senator Gittetre. Mr. Shaver. 

Mr. Saver. I have one or two questions, getting back to the ones 
I asked the Secretary. I would like to predicate three or four ques- 
tions upon your opinion, again referring to automobile production, 
as to whether the base period ending June 30, 1950, is one of a normal 
condition ? 

Mr. FietscumMann. As you know, I did not select that base period. 
I was not Administrator then. After reviewing it, however, I do 
believe it was in contemplation of the statute. 

Mr. Suaver. When you cut back automobile production 20 percent, 
or 25 percent, do you not then give the original equipment companies, 
the big four, a bonus to go around to suppliers of the industry, and to 
take civilian contracts away from the small rubber companies who 
cannot get the rubber ? 

You mentioned that you wanted to be sure that farm equipment 
got rubber. Who is going to supply th: at rubber? 

Mr. Fieiscumann. If I understand your question, I think rubber 
will have to be specifically allocated, increasingly, Just as we are 
starting to do now for the belt and cable manufacturer, to the more 
essential user. 

[ do not know whether this is big or small. I really do not, believe 
me. The man who makes tires for farm-equipment machinery has 
to be taken care of whether he is big or small, because I think it is 
essential that we have an adequate supply of farm machinery. I 
think we must allocate rubber to that need. 

Now, I also say, and I say this despite the fact that I presume these 
people are the big manufacturers, I also say we must have an ex- 
pane ided production of truck tires as distinguished from automobile 
tires. 

I regret, if it is true—I do not know whether that is in the big four 
or the others, but if it is I would accept that. I just say we have to 
have more truck tires. All the statistics show that. 

Mr. Suaver. What is the big four going to do as a matter of fact 
with this bonus rubber which they will have when you cut back 
automobile production ¢ 

Mr. FLetscumM ann. I intend to try to see to it that they use it to 
make more truck tires. 

Mr. Suaver. I have one more question: You stated that unless you 
had the historical base period, you might be forced into a controlled 
materials plan. 

Under 701 (c) do you feel you could aperate and allocate on a 
plant-capacity basis? 

Mr. FietscumMann. No, sir: I do not. Do you mean whether it 
would be legal and proper ? 

Mr. Suaver. Legal or illegal. 

Mr. FieiscHMann. I think it would be doubtful in legality and I 
think it would be impossible Lo attain. ' 

Mr. Suaver. Do you think you could operate on a workweek basis? 

Mr. FreiscumMann. No, sir; I do not. 

Mr. Snaver. Legally or illegally? 

Mr. FreiscumMann. I think very doubtful leg: ally, and bad policy. 
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Mr. Suaver. Let me call your attention to the actual wording of 
the statute: 

During a representative period preceding June 24, 1950. 

When does your base period end? 

Mr. FietscumMann. June 30, 

Mr. Suaver. Then in one instance you are interpreting the statute 
liberally, but in another instance you are interpreting it literally? 

Mr. Fieiscumann. No, sir. I do not think that is a liberal in- 
terpretation. There is a legal maximum of de minimus. 

Mr. Suaver. It is mentioned three or four times in the section. 

Mr. FieiscumMann. We are interpreting it liberally, in my view. 
You have in mind a wholly different test from the one Congress saw 
lit. to propose. I do not think we should do that. 

Mr. Suaver. The problem, Mr. Fleischmann, is this: Do you feel 
it is fair for any big company to operate 6 days a week, three shifts 
a day, and a small company to operate 2 hours a week 

Do you feel any allocation basis which would permit that is a fair 
one! 

Mr. FieiscuMann. I am absolutely unable to answer that question, 
It depends on what they are manufacturing. 

Mr. Suaver. Suppose they are manufacturing tires, 

Mr. FuriscumMann. And it depends on what they were doing dur- 
ing the base period. 

Mr. Suaver. But the base period was predicated on an abnormal 
year for the original equipment men in tire manufacture. 

When you cut down that percentage, and you restrict the user to a 
certain percentage, you are certainly, when your automobile produc- 
tion is not so great today, giving a bonus supply of rubber to that seg- 
ment which furnishes tires to the automobile factory. 

Mr. FiriscumMann. Let me say this, Mr. Shaver: If the result that 
you have described comes from some failure in our administration to 
recognize a true abnormality in the base period, such as a strike—that 
kind of abnormality—then we are clearly wrong. 

On the other hand, if the man was only working, or his factory was 
only working, as you say, 2 hours a month during the base period, 
then I say that I do not see that I, or the Secretary, have been given 
by Congress the right or satactes or responsibility to make that 
change in the industrial system. 

Now, if I have been, I would like to be told. I have not so read the 
statute. 

Mr. SuaAver. Is it not better, Mr. Fleischmann, insofar as possible 
and practicable, to work out an allocation basis which is fair to all, 
both big and small, without requiring so many appeals on hardship, 
so that the man in Los Angeles or San Jose, or wherever he is, knows 
what he can get and knows that it is fair without having to come 
back on a petition based on a hardship, or employ some attorney, or, 
as we use the term around here, a 5-percenter to help him get it? 

Mr. FiriscumMann. I certainly agree with that, if a way can be 
proposed that is more fair and will keep industry from making 
appeals, it would obviously make our work easier and ‘the work of this 
committee. I would like to hear of such a system. 
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From long and bitter experience I never expect to see an allocation 
system that. any substantial number of people will say works well 
because the very basis of allocation, as you know, Mr. Shaver, is that 
people are cut back. They do not like that and I would not either if 
I were being allocated. 

Mr. Suaver. We have had over 750 replies from small rubber com- 
panies and they are perfectly willing to be cut back for defense needs 
or stockpile requirements, but I think they have a right to insist that 
they are cut back proportionately with big business. In every in- 
stance, save about 10 or 15, they do not feel they have been reduced in 
the same proportion. 

Mr. FieiscuMann. Mr. Shaver, I would have predicted out of 800 
letters you would get 750 letters back protesting. However, I would 
say this: As you know, our records are open and they are getting them 
up now, which will be availble to members of the staff and to the 
Senate committee in executive session. They are confidential in the 
sense that, as you know, under the act they have confidential competi- 
tive information. 

Senator Tarr. Mr. Chairman, right at this point I should like to 
refer to a telegram that I received from Mr. Paul Dennis, president 
of the Minnesota Rubber & Gasket Co., and this is how the telegram 
reads: 

New NPA Regulation 2 cuts our use of rubber by 53 percent. Our compliance 
will result in discharge of 31 employees. Minnesota Rubber & Gasket Co. is the 
largest employer of labor in St. Louis Park and lay-off will result in serious loss 
to economy. We have filed an appeal to NPA Rubber Board dated March 2, 
ease A-30, and will report further to Select Committee on Small Business as 
requested in March 9 letter. 

Now, I have not read all of the telegram, but I think that is all that 
is necessary to be read, but there is a question that most of us in the 
Middle West are faced with. All the fabricators are small-business 
men. 

If such a drastic cut is imposed upon that particular type of proc- 
essor or manufacturer, and a big user has a base that permits him 
rubber above what might be termed a 3-year average normal, it is just 
unfair. 

Mr. Fietiscumann. Of course, it is going to be unfair. 

Senator Tuyr. It will dry up hundreds of small businesses and the 
other business will mushroom out and be more prosperous than it was 
even in the previous 3-year period. 

Mr. FiviscHMANN. Senator Thye, of course that would be unfair 
and I would not be sitting here trying to say anything to the contrary. 

The fact of the matter is, however, that no one has been cut back 53 
percent from what he used last year. Actually the figures are that they 
are using this year substantially as much and getting as much as they 
were last year. The difficulty is that they are not allowed to expand, 

Now, may I make a suggestion for procedure here and that is this: 
IT would like to submit an individual report on any indie idual case that 
is troubling this committee. 

As you know, Senator Thye, you have sent many things down to 
me for reports and I believe we have generally given re ports on them. 

I will take the names of these individual companies and I will 
undertake to have, before the end of the week, reports on the actual 
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consumption in the base period and the actual permitted consump- 
tion of these particular cases. 

Senator Tuyr. Mr. Fleischmann, the only reason I referred to this 
one specifically is because it is a concrete case. In other words, you 
are able to put your finger on it and say “This is how it affected one 
company,” where otherwise we will talk in generalities. 

Mr. Fietscumann. I think it is very helpful if you will submit 
these cases to me and I will try to help them out. 

Senator Gitterre. You are making a good suggestion and we will 
be glad to have that information. If you will submit it to the sub- 
committee, the subcommittee will determine what should go in the 
record. We do not want to encumber the record. 

Mr. FuetiscHmMann. Also TI wish you would bear this in mind: Under 
the act, business statistics of individual concerns are considered con- 
fidential. If you would just observe that, it would be helpful. 

Senator Gitterre. The subcommittee will have that in mind. 

I do not want to interrupt the line of questioning of Mr. Shaver, 
but for the purpose of the record I want to get a couple of items of 
information. 

Mr. Shaver questioned you with reference to four integrated com- 
panies. What did you understand those four integrated companies 
to be? 

Mr. FietscHMann. I said you were going to see how ignorant I was 
of the rubber industry. I do not suppose T could name them. I sup- 
pose Goodyear would be one. I am afraid Mr. Shaver will have to 
answer because I really do not know, sir. 

Senator Gruterre. Why I asked "the question is that Mr. Shaver 
asked you the question and you answered it. I assumed you knew 
what the four integrated companies were. 

Mr. FieiscuMann. I know there are four referred to as the big four; 
General Tires is another one, and there are two others. I have made 
it a point to look into, somewhat, the comparative situation of the 
companies known as the Big Four, as compared to the rest of the 
industry. 

Senator Grtterre. Now, the base period that you selected was what 
period ? 

Mr. FietscuMann. It was the 12-month period ending June 30, 1950, 

Senator Guerre. The statute, of course, provided you could take 
any representative period that ‘preceded June 24, 1950. It could 
have been 10 years before or 20 years before. 

Mr. FietscuMann. Yes. 

Senator Gitterre. Could you give us the reason why that was con- 
sidered a representative period ? 

Mr. FiriscHMANN. Let me say this, Senator Gillette: I had no part 
in selecting that period, so I can only speak from second-hand informa- 
tion as to why that was done. 

I believe, Mr. Shaver, that is included in your questions, and T have 
had an answer prepared to it, which is not my own answer on the 
subject. Ihad no part in selecting that. 

Senator Gitterrr. Of course, you understand that this statute was 
suggested not as a strait-jacket but as a formula to get a base period 
for material not to go to an individual company but to a particular 
segment of business. Did you understand that ? 
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Mr. FieiscumMann. We interpreted it as a rule that could be fol- 
lowed in allocating both to segments of industry and to individual 
concerns. 
Senator Gititerre. The statute says that when the President makes 
this announcement— 


he shall do so in such manner to make available, so far as practicable, for busi- 


ness and various segmeuts thereof in the normal channel of distribution of such 
aterial, a fair share of the available civilian supply based, so far as practicable, 
on the share received by such business under normal conditions during a repre- 


sentutive period preceding June 24, 1950, and having due regard to the needs 
of new businesses. 

If it isa tire-manufacturing business or any other, your determina- 
tion is on the share that goes to that business, rather than to the indi- 
vidual in that business. 

Mr. FierscumMann. We construed “various segments thereof,” gen- 
erally speaking, as lac ‘king some test of essentiality such as I have 
described: we construed that we should use that method for distribut- 
ing the available civilian supply. 

Senator Gitterrr. And your interpretation was that‘it was not a 
segment of general civilian business, but the component parts of a 
articular ieesaanl ¢ 

Mr. FieiscumMann. That is the way we construed it; yes. 

Senator Giuterrr. Mr. Shaver 

Mr. Suaver. You made an interesting observation a while ago when 
I asked if it would be fair for one of the Big Four to operate 6 davs 
1 week, three shifts a day, and a small business operate 2 days a week, 
You answered that by stating, I believe, that you would have to know 
what business the “vy were in. 

That poses a very interesting question. 

Ww in re one of the Big Four did not make this particular type of 
tire and yet called upon a small rubber company to furnish the molds, 
that they had the rubber and they knew the small company did not, 
do you feel any allocation program is fair which would permit that 
practice ? 

Mr. Fietiscumann. There are so many conditions and reservations 
that I honestly cannot comment on whether under those circumstances 

would be fair or not. I will be very glad, as I said, Mr. Shaver, to 
take any individual case and look it over and give you my opinion 
whether or not that particular decision was fair or not. 

Of course, I do not claim complete fairness in any abstract sense, in 
the way this or any other allocation system is run. It is impossible. 
You just do the best you can. 

a SHaver. That brings me back to my statement of a while ago. 
It seems to me—and I am sure it will to you—that the allocation pro- 
gram should be set up generally to re ‘lieve, insofar as possible, all of 
these individual cases which must come to you, or to us, or to the 
Senators or someone else: to bring them over to the National Produc- 
tion Authority in orde rto get re lief. 

You me ntion ed vou were going back to make an analysis of all these 
cases. I might add. Mr. Fleischmann, that it will be an insurmounta- 
ble task “y you because we anticipate something like 100 cases this 
week. 

Mr. FretiscnmMann. I think we have all that data assembled. We 
are it close to being assembled on all 800 users. That is what they 
are getting now as compared to what they rot. 
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Our policy, Mr. Shaver, may be 100 percent wrong. I freely con- 
cede that. That m: Ly not have been the intent of Congress. If that 
was the intent of Congress—and I believe it was—then I believe you 
will find we have administe red it to the best of our knowledge, abilit y; 
and honesty in accordance with that intent. 

If that was not the intent, we have done it wrong, but I believe it 
was the intent. 

Mr. Suaver. Do you know whether any study or review has been 
made about using a base period of the first quarter of 19504 

Mr. FieiscuMann. I do not know of any. There may have been 
some discussions. I believe it was August when this base period was 
adopted. I think Mr. McCoy will know whether or not there w: as. 

Mr. Shaver, how do you want to handle these questions and answers ? 
I will have to take them in order if you do not mind, Mr. Shaver, be- 
cause these are all matters I do not know about and cannot answer 
except from the record. 

Mr. SuHaver. Read the question, Mr. Fleischmann, and then the 
answer. 

Mr. FLetscuMann. I have them numerically just the way you sub- 
mitted them. 

Senator Gitterre. Read the question and then answer it. 

Mr. Fietscumann. I will start with the first group, question 1. 

Question. How many companies are there in the rubber business in the United 
States? 

Answer. Approximately 900. 

Question. How many of these companies are engaged in the manufacture of 
pneumatic tires for on-the-road vehicles? 

Answer. Twenty. 

Question. How many employees work for all these companies? 

Answer. According to the rubber industry report for March 1950, quoting the 
Bureau of Old-Age and Survivors Insurance, the employment in the rubber in- 
dustry was as follows: 1946, 248,364; 1947, 263,680; 1948, 256.120. We have no 
tigures as to the number of employees for any vear subsequent to 1948, nor have 
we been able to locate any report which gives this information. 

Senator Gitterre. Your first question, “How many companies are 
in the rubber business in the United States?”, you have answered. 
Did you mean, in your answer as to the rubber business, the produc tion, 
importation of rubber or the manufacturing and f: abrication of rub- 
ber, or the production of synthetic rubber ? 

Mr. FiriscuMann. I cannot answer that question for this reason: 
\s I said in introducing these answers ¢o the questions, I did not com 
pile these and none of these are within my personal knowledge. Mr. 
Shaver said he wanted me to be prepared personally to answer these 
questions. This is the only method available to me. 

I believe—although again I would have to refer you to the people 
who compiled this report for me—there are 900 manufacturers who 
consume rubber in the manufacturing operation, if I am not mistaken. 

Senator GILLETTE. The answers you are oly Ing here then are answers 


that have been prepared for you ¢ 
iG 


Mr. Fieiscumann. Yes. I have no knowledge of any of this 
material. 

Mr. Suaver. Mr. Fleischmann, if you would prefer, you may direct 
any of these questions to members of the staff. 

Mr. Fieiscumann. It is entirely a matter of the convenience of the 
committee. I have made myself generally familiar with what is in 
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here, and I would just as soon read it. However, the people who made 
up this report are generally speaking here. It is entirely a matter of 
your convenience. 

Senator Gutterre. It would be more expeditious if you would pro- 
ceed and then they can be amplified by questions of the committee 
later. 

Mr. FieiscHMAnn. That is right. 

I am on question 4. 

Question. How much total new rubber, excluding natural-rubber latex, was 
used during the fiscal year ending June 30, 1950? How much of this was dry 
natural rubber, GRS, Butyl, Neoprene, N-type, and other synthetics? Get same 
information for calendar years 1938-50, inclusive. 

Answer. New rubber, excluding natural-rubber latex : 1,033,105 long tons. 


Year ending June 30, 1950: 
Long tons 


Dry natural rubber ea Ra ae tee 
GRS BM ; 7 ; ie essa . ‘nesta ae 
Butyl ee eo Nea rime See. ae Ccanaaitaciceaeeaptees™ ae 
Neoprene - 7 : : : .- 80, 248 
N-type - ‘ ‘i 11, 195 


ace eh pk see aot eT 6, 241 


I have here a report which was prepared by the Industry Operations Bureau of 
the National Production Authority on January 31, 1951, which gives the infor- 
mation for the years 1941 through 1950. I am sorry that the information was 
not available for the years 1938 through 1940. 

(Report referred to is as follows:) 


Other synthetics 
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natural later 
pe 


tf, 


New supply, consumption, reerports, 
and by month, January 1948 through preliminary 


Total natural rubber and 
and stocks, by year, 1941 
December 1950 

{Long tons—Dry weight] 


New 


Co 


nsump 





Inventory | Stocks, end 





supply ! tion Reexports 1djustment) of period 2 

Year 1941 1, 029, 007 376 533, 344 
Year 1942 282, 653 10, 856 22, 714 
Year 1943 55, 329 20, 815 139, 594 
Year 1944 107, 834 144, 11 9, 665 93, 650 
Year 1945 135, 672 6, 743 3441. 565 118, 715 
Year 1946 400, 687 4, 338 237, 467 
Year 1947 * 688, 354 § 4,101 129, 038 
1948—January 58, 174 334 136, 227 

February 51,012 290 148, OR1 

March 54, 444 46 130, 295 











April 50, 616 343 12%, 248 
May 52, 022 1, 031 112, 72 
June 55, 701 718 119, 818 
July . 466 128, 446 
August 53, 366 520 129, 622 
Rentember 52, 131 514 123, 912 
October 49, 617 675 118, 187 
November. 51, 632 74¢ 113, 251 
December 45, 985 569 141, 541 
Year-end adjustment ° 3, 86 a 
Total 1948. _- ai 735, 227 627, 332 6, 673 : 
1949—January 67, 706 50, 188 757 125, 050 
February s 46, 285 434 118, 803 
53" 108 562 117, 664 
47,859 315 112, 916 
46, 128 390 111, 875 
47,117 471 103, 626 
7 40, 597 699 103, 017 
) 579 455 5] 99, 850 
45. 620 78 AA 100, 618 
47, 285 1, 24 404 90, 733 
67, 152 52, 09 70) 99, 208 
67, 934 2,919 71 106, 619 
Year-end adjustment ¢ 2, 30 
1949 660, 792 74, 522 6, 25 
5 J lar 5S, 251 1, 992 431 108, 769 
6, 58 58 104, 477 
M } t 48 60 659 101, 691 
A IS 7,9 639 106, 124 
M 60, 699 63, 81 597 100, 776 
] RTE 63, 3 625 O99, 457 
J in 61, 402 683 93, 653 
\ 72, 97 64, 207 1,00 87, 146 
S r t 148 f = | 879 87, 409 
0 g 37 69 TR 54 RB, 215 
N 7 9 1,34 604 81, 658 
¢ 69. 211 44. 200 AAO 87, 739 
119 805. 459 714. 279 7.79 
y ik ila actor during 1941 and 1942 and therefore 1 applied until 
4 : t r 194 
wnuar M1 t 14 i] j ks to United State July 1947 to date, reported stock 
i i le 
Du ly bot | lu r ile consump tion on a nonderesinated basis for more 
icon 
1 1 for ¢ of 4,759 shrinkage, and of 18,400 lag in reporting 
4 t u 45 T 1 ( 
1 f ! t porting which had been included previously in 1946 
f } 
l 4 } ¢ 
7 Im 4 I 1 
ur 
N J ‘ re oO R er Rese ther period Bureau of the 
Censt 
Re { 4 47, Off R ve yt H xis, Bureau of the C u 
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Imports, consumption, reerports, and stocks, by year, 


1942-47, and by month, January 1948 through preliminary December 1950 


| 


ar 
ar 
ar 
ar 


Sn 


1948 


avev 


3 
4 


1950 














[Long tons, dry weight] 


Stocks, end of period 


Con ump 


Imports Reexports 





tion G aa 
1942 9, 595 9, 392 l ) 
1943 | 1, 890 9, 578 124 1 500 
1944 3, 090 6, OR5 200 1, 748 
1945 4, 768 3, R86 204 2 628 
1946 8, O12 5,714 54 4,024 
1947 17, 67 13, 909 7 
January 3, 781 2, 
February 2, 400 1, { 
March 3. 19% 2 
April 2, 283 7 
May , 442 l 
June 2, 288 2, ‘ 
July 5, 654 i, 
August 2, 395 2, 
September 1, 438 2 
October 2, 728 2, 
November S14 2 
December 4,214 2, 
Year-end adjustment ? +3, 
Total 1948 | 32, 630 | 28, 489 
| 
January 1, 132 2, 526 
February 2, 159 2, 706 
March 2, 809 3, 443 
April 2, 271 2, 878 
May 2, 191 2. 
June > 180 2 878 
July 2, 267 2,711 
August 2, 726 5, 51Y 
September 2,144 6H 
October 2, i354 §, YAY 
November 3, Sl HOF 
December 3, 950 77 
Year-end adjustment? 2, 30K 
Total, 1949 20, 974 6,117 
January 3, O74 3, 857 
February 3, 336 103 
March 3, 650 4 314 
A pril 4 305 4 ON 
May 3, 6Y 4, 440 
June Y6O5 4, 259 
July 4,041 3, 870 
August 20. 4,91 
Septem ber ] 158 
Octoher Hl F 2 
N embe 4, 002 4. Xi 
De I relimi 
ur §, YO4 4, UST 
otal, 1950 1, 443 453, 910 
k United : Ju 194 
l u 
tme¢ of ( I Jan 





Industry 





857 13, 450 
x 638 
69 2, 443 
19 121 
84] 4. Rf 
SUH 6, SY 
284 7 
052 + 

29 g 
724 ) 

137 9, | 

: .” 
edz 11, 29 
x2. 10, 82 
126 1, 42¢ 
651 ), 651 
235 1, 235 
127 10 7 
sau } "y 
bs ), O85 
Ss R RR 
oe s , 
] . 

ha) } 
47 4 
24 24 
144 4.494 
RO4 $ R04 
131 { 
R74 R74 
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Neoprene—Production, consumption, exports, and stocks, by year, 1941-47, and 
by month, January 1948 through preliminary December 1950 





Long tons] 
Productior | Stocks, end of period 
( nsulr 
»”) Exports : 
tion Sh ed for 
G = ‘ . ? lotal PP aq r On 
ir i Lota oO l xport but 
apo 1" hand 
not cleared 
Year 1941 i 5 692 5 69 4,463 9 TOK 700 
Yea 49 19 H07 S. Ue 6. 83 2] 1. 786 
Yea 43 4 8, 992 5 ( 26, 20 2, 540 6, 415 
Year 1944 t 2 9, 358 6, 6 46. 24 4 799 11, 739 
Year 194 2 10 15, 672 42 { 8 1,703 
y 4 14 10, 62 47, 76 44 2, 642 10, 470 10, 470 
Yea 4 23, 604 SY 31,4 2, 61 23 5, 237 














is Januar l 44° 2. 2,843 2909 1oQ 
} 1ary 9 4 18 4 ) | 1f 
Maret 4 676 Rt 99 
\ is4 609 / 2, «Sl i74 244 
May 2, 42 2 2, 349 4h 21 », SOL 
J » 021 649 2. ¢ 9 a 180 5. 7R2 
ju ] 9 2 OS 2 251 12 OR 5, 
\ 2 9} 2,612 2,948 19 19 
Cc 1 9 Rg 0 4 $42 LS 4, WSt 4 
oO 44 8 9 Is 0 17 , 175 
\ 2 H6 ( 2, Gor 144 204 5, 204 
) l 2 42 2. O7¢ OUD 286 072 », O72 
‘ istry t 2 313 
rotal 1948 ROS is 34. 848 32.118 2 875 
M9 2 t 2, 93 214 4, 569 4, 569 
Rp} rv rq 279 2 757 { 4, 927 4,927 
Ma i) 2 O4 { } 4 AON 4 508 
AY 63 ; 163 7” ) +, 638 4,638 
M 2, 190 2, 190 », d49 4, 234 4, 234 
l 2 310 2, 621 3, 418 3 418 
J 2 67 > HY Mf). } O75 , O74 
August «,% «> <, OU 3, 716 s, 716 
Sey hy O45 { 2 639 3, 857 $, 85 
O t DO 205 2 714 238 ONs5 3 ONS 
Nov , AAR {8 9 7R 209 4 O64 4 O04 
ecemt 464 14 2 2 $02 4, 654 4,654 
4 215 4 1, 753 § 330 
> Jar l 603 On GY g309 4 813 4,813 
Febr S R26 el 2, 979 su 4,653 4,653 
M f 6 s, 447 283 i, S7 4,877 
Al 4,2 4, 27 tS 12 5, 323 5 323 
M +, S86 1 385 I ; $6.3 5, 383 
Ty ms , AS § 72 159 232 232 
Ju asi ., 046 ; 0. 903 
\ 4, 24 4, ( 437 231 231 
( Der 4¢ 41, 32 47t 1 tif ae 
N 14 3 & 4 5, 768 . 
l t ur 4 684 100) 389 5, 
M i) 7 12,4 1 ¢ 
January 194 1 47, tot lated ks in United Stat July 1047 to date, reported stock 
21 i tions for export 
3] l Ar } R , 
{ N {) 1tra t i 17 
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N-type—Production, consumption, exports, and stocks, by year, 1941-47, and 
by month, January 1948 through preliminary December 1950 


{Long tons] 

















Production Stocks, end of period 
Consun 
7 I xport Shipped fi 
Gover! s t Or 
nant Private Total Potal | export . : 
are not « i : 
Year 1941 (estimated 2, 464 2, 464 1, 688 RAD RHO 
Year 1942 4, 734 1, 734 s 7 410 1.772 7 
Year 19438 14, 48 14, 487 12, 405 63 3, 22 is 4 
Year 1044 2, UF 14,7 ta) 2 14 2 4 5. 36 | tt 
Year M4 19 852 7.871 | 8, 029 106 4, R02 4. 812 
Year at 738 5 Ie 5 G&S ) Wis 
Year 194 6. 618 6, 618 4 Ae 9 } 
1948—January 643 643 662 6f 
Februar 143 | $43 } } 2, 94 2, 947 
Maret 380 | 8 549 22} 2,64 2, 64 
April 2tit tit 4&5 } 2, 379 2.379 
May 4 4 549 42 | 2,245 ) 94 
June GOS was 640 Ti 2. 300 é ’ 
a RO) SOS 4 68 2, 4053 2, 405 
Au vs TSS 693 . 2. 392 2 2 
Septembe ) s ! 2, 401 2 4 
0 rhe v7 : Ro 2 } 9 ) 
Nove ber 1,09 1, OO} 446 2 2 AN 
December y58 G58 149 6 2 762 | 2 762 
Year-end adjustment § 1, 629 629 159 
Total, 1948 d 2 7,012 71 RMF 
1949—J anuary : RRS R38 83 2 2 726 
February 922 12 104 2. 2, 832 
March._._. 873 73 R36 313 | 2, 2 556 
A pril 1, 07 1, O75 23 126 2, ? 982 
May 96: 965 753 189 00 
June QOS GOR 7 122 058 
July SIS 818 168 158 250) 
August 878 S78 814 57 257 
september 753 753 639 68 § 303 § 303 
October 1, 162 1,16 1, 00 4() 40) 
November 1, 030 1. 030 657 RS , 691 § 691 
December RU: 803 849 212 5. 433 433 
Total 1949 11,072 | 11,072 8, 827 1, 574 
1950—January Y5S8 O58 436 l 3 342 , 342 
Februa +} 11 RE 110 07 07 
Marcel 1, 144 1, 144 S39 248 364 4 
April 1,38 1, 387 1, 020 171 }, 560 3 560 
May 6lt 1,616 1, 457 168 3. 551 7 l 
June l 3 1, 67 45 , 304 4 
Ju 1, 441 l 1, 43 24 OS x 
August 17¢t 1, 269 ll 2, 578 9 8 
eptember 1,374 ] 949 196 | 2,926 2. 926 
October 2 ] 1, 143 149 2, 891 2, S91 
November 1, 092 | 919 1] 2, 949 2, 949 
Decen r (preliminary 1, OSS | 1, 201 | 2,701 2 701 
Adjustment 2, Vt 2 ) 6K 
Total 1949 12,037 | 12,037 10, 720 1, 869 


Includes all butadiene-acrylonitrile rubber types such as Hycar OR, Chemigum OR, Butaprene 
Paracril, Thiokol RD, and GR-A 

2 Method of estimating unreported N-type consumption was revised January 1949 

3 January 1941 to June 1947, total calculated stocks in United States: July 1947 to date, reported stocks 
4 Dervied from allocations for export 

5 To account for results of Annual Ink 
€ Consists of the following: On har 


Applicable to January-July 1950 


justry Report and excess reporting or production and consumption 


idustry, 2,583; in transit to industr 118 


j 
A y, 


Industry Operations Bureau, NPA, U. 8. Department Commerce, Ja 1, 19 
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Reclaimed rubber (natural and synthetic)- 
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, 





New supply, consumption, exports, 


and stocks, by year, 1941-47, and by month, January 1948 through preliminary 


December 1950 


Year 1941 
Year 1942 
Year 1943 
Year 1944 
Year 194 
Year 1946 
Year 1947 





December 
t 1949 

19% January 

February 

Mar 

April 

May 

June 

August 

Sept mber 


October 
Noven 
December 





preliminary 


lotal 1950 


Synthetic reclaim operations not 


thetic reclaim 


2 January 1941 to June 1947, total calculated stocks in United States; 
f annual indust 


§ To account for results « 


Industry Operations Bureau, NPA, 


Long tons] 





i i ort Total 
at Import i] 
274, 202 274, 202 
985, 114 893 286, 007 
3 91 67 304, 058 
260, 607 24 260, 631 
4%. 309 243, 309 
05, 612 205, 612 
291, 395 291, 395 
25, 0384 25, 634 
3. 678 23, 678 
24. ORD 4, OSY 
1, 802 21, 802 
21, 043 21 
29 Ai4 2 
17, 712 l 
4) O55 ye 
21, 8045 21, &f 
23. RAY 2 
, | y 150 
$30 21, 431 
Hi}, St 6, S61 
19, 741 LY. 
1s ) Is 
19, 991 iv 
&. 463 Is 
18. 184 18 
18. 849 & 
14 6% 14. 62% 
7,813 17,81 
18, 304 18, 304 
1), 683 20, 683 
19, 382 19, 382 
19. 72 19, 72 
4 029 224, 029 


O37 Loo 
22, 683 33 
24, 876 5 
RBY 1 
24, 374 
27, 312 328 
29, 648 101 
2 685 25 
v4 171 U4 ”) 62 
32, 00 32, OOF 
312, 531 850 313, 381 
ncluded prior to 1944; 


ry report 


I ~ 








tocks at en 


Consump 


254, 820 


2901, OS2 


é , US 
241, O36 
275, 410 
288, 3Y. 
25, 8S 
2, 374 
{ > 
: é 
1 O7 
2 7st 
19, 29 
» OT 
23,478 
j 
61.11 
19. O81 
17 719 
19. 508 
18, 649 
Is 
l lf 
15. 966 
10. 20 
IX 
1Y, 638 
18 ) 
1s > ; 
99 679 


y tt) 
29, 081 
302, 631 


1 of 1943 include 361 long tons 


Department of Commerce, Jan. 31, 





of syn 


July 1947 to date, reported stocks. 
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RUBBER SURVEY 43 


Question. How much new rubber, excluding natural rubber latex, was 
consumed during the base year ending June 30, 1950, by the so-called Big Four 
of the rubber industry? 

Answer. 616,798 long tons. 

Question. What percentage of total rubber available for consumption was 
used during this period by these four companies? 

Answer. 59.03 percent. 

Question. What percentage of the total new rubber, excluding latex, was 
consumed during the fiscal year ending June 380, 1950, by all other pneumatic- 
tire manufacturers? How many companies are represented in this group? 

Answer. 15.52 percent of the total new rubber, excluding natural latex, was 
consumed during the 12 months stated by all other pneumatic-tire manufac- 
turers. Sixteen companies are represented in this group. 

Question. (@) What percentage of the total new rubber, excluding latex, was 
consumed during the base year ending June 30, 1950, by all manufacturers of 
nontransportation rubber goods as a group? How many companies are in this 
group? 

(b) What percentage was consumed during the same period by the manu- 
facturers of rubber products in nonautomotive, nontransportation classification ? 

Answer. (a@) I assume that this question was intended to ascertain the per- 
centage of total new rubber, excluding natural latex, that. was consumed in 
the manufacture of nontransportation products as contrasted with consumption 
in transportation products (tires and tubes). The answer is that 31.8 percent 
of the consumption was for nontransportation products. There were about 780 
companies engaged in production wholly or partly of nontransportation items. 

(b) I am sorry that from our records we cannot determine rubber consump- 
tion in automotive products other than tires and tubes, and so cannot answer 
this question. 

Question. How many of the tire manufacturers supply original equipment 
tires and tubes to the principal automobile, truck, and bus manufacturers? 

Answer. Ten companies, but some companies intermittently. 

Question. If possible, would you please furnish the committee with a statement 
of the aggregate dollar investment in plants, equipment, ete., of the Big Four 
companies and the same figure with respect to the other companies? Also 
furnish total number of workers employed by the Big Four and total employed 
by other companies. 

Answer. We are compiling those figures and I don’t have them with me. I 
hope they will be available by the end of this week. 

Question. How much total new rubber, excluding natural rubber latex, was 
used during the fiscal year ending June 30, 1950? 

Answer. Information supplied in answer to question 4, above. 

Question. How much of this rubber was dry natural rubber, GRS, butyl, neo 
prene, N-type, and other synthetics? 

Answer. Information supplied in answer to question 4, above. 

Question. What was the average number of days’ work per week for each of 
the employees of the original equipment suppliers during the fiscal year end 
ing June 30, 1950, in their 6-hour shift plants and in the production of tires 
and tubes for both original equipment and for the replacement market? 

Question. What was the average number of days’ work for each employee 
of the remainder of the tire manufacturers, by companies and by plants during 
the fiscal year ending June 30, 1950, while producing principally for the re 
placement-tire market in their 6-hour-shift plants and in their 8-hour-shift 
plants? 

Answer. Data are not available to answer these two questions. Some com 
panies in submitting applications for adjustment to the Rubber Division of 
the National Production Authority supplied figures regarding days worked 
for various periods of time, but no attempt has been made to gather and compile 
these incomplete data. No request has been made for this information to mem- 
bers of the rubber industry and, so far as I know, it is not available outside 
of the records of each company in the industry, if there. 


Mr. Suaver. Do you not think that would be a matter of extreme 
importance to determine before any adjustment were allowed ? 
Mr. FietiscuMann. No, sir; not if my theory is correct. 
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Mr. Suaver. If the big company is already working 6 days a week 
and applies for an adjustment, it seems to me that that would cer- 
tainly be grounds for considering it before either denying or grant- 
ing such an adjustment; whereas, if the small company were only 
operating 1 day a week and applied for an adjustment, such informa- 
tion would certainly be practical in considering the logic of the ap- 
peal. 

Mr. FretscuMann. Mr. Shaver, I have said two things. First, 
that we have not based our adjustments on the particular amount of 
employment during the base period or the present time. If we were 
wrong, we were wrong, but we have not used that standard so had no 
reason to call for that. 

Second, I have said some companies, in applying for adjustments, 
have given us those figures and as to those companies we do have the 
figure, but we have not attempted to compile them. 

Mr. Suaver. What constitutes a hardship, Mr. Fleischmann ? 

Mr. FietscuMANN. I would say particularly interruption of pro- 
duction, or strike, or some other factor that made the particular base 
period a peculiar hardship one for an individual company as dis- 
tinguished from others in the same business. 

Mr. Suaver. Would not capital expenditures and expansions go 
into constituting a hardship ? 

Mr. FieiscuMann. We have taken some account of expansion. 
It does not seem to me—and I hate to be dogmatic about these cases be- 
cause you really cannot be—it does not seem to me to be as clearly 
a hards ship case as the case of the man shut down by a strike. 

Mr. Suaver. Suppose a rubber company spent $150,000 during the 
base period in expanding his plant and facility and today can only 
operate 1 day a week based upon this allocation. Certainly the fact 
that he can only employ his force 1 day a week should constitute a 
hardship. 

Mr. FretscuMann. I think, as you state the case, it merits con- 
sideration, 

Mr. Suaver. Yet you do not require them to state how many days 
a week they work? 

Mr. FieiscumMann. I think that man necessarily would state it. 

Mr. Suaver. Naturally he would. I am quite sure he would. 

Mr. FLeiscHManN. You are asking me whether we have the figures 
on how many shifts and how many employees were worked during the 
base period, and I answer that we have not considered that. 

Senator Tuyr. May I then ask this question: Do you have the in- 
formation as to the amount of rubber that that manufacturer or 
processor received in that base period ? 

Mr. FieiscHMANN. Yes. 

Senator Ture. And do you have information as to how much rubber 
he is using in his operation or processing during the period we are 
now discussing ? 

Mr. FietscHMann. Yes, sir. We have the figures on rubber con- 
sumption, Senator Thye, in the base period and now. We do not have 
labor statistics and what he was doing during the base period, nor 
do we require them now. 

Senator Ture. You are concerning yourself entirely with the vol- 
ume of rubber that he is using up in his process and whether that 
company is in line with the reduction you have imposed in accord- 
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ance with the rubber he used during the base period you are figuring. 

Mr. FierscuMann. Plus two other things; essentiality in the way 
that I have mentioned. Weare giving now extra rubber to the rubber 
cable manufacturer and that type of operation. Secondly, as a varia- 
tion of that, I will say, reducing the tire consumption and trying to 
increase the truck consumption. ‘Thirdly, we do give attention to 
hardships as I have defined them. 

That may be the wrong definition, but it is the one we have adopted 
and we thought again was consonant with the polic) vy of Congress. 

Senator Tuyr. Mr. Chairman, I can readily say that the essentials 
of a processor, and particularly if he is one of the larger ones be- 
cause he can immediately assume the contract or he can be a successful 
bidder and whether he has ever been in that business or not his very 
history of performance is such that he could make a bid, be awarded 
a’ contract and immediately make a conversion to meet the require- 
ments. 

Thereby, he proceeds to process the rubber in an entirely new field, 
depriving the little contractor of the right to enter into that field or 
into that bid. 

Mr. FietscHMANN. Senator Thye, you have put your finger on 
one of the outstanding problems of war production and procurement, 
the fact that by and large the big company finds it easier to shift over 
to defense business. It is absolutely true. 

Senator Tuyr. That is the entire question with which we must con- 
cern ourselves and that is the only reason I am sitting here with you 
this morning. ‘The question is, Can we not get some common sense 
into the allocation of this raw material so that Bill Smith out here, 
he being recognized as a small-business man, will get the raw material 
on a 25-percent reduction to what he had and that the big man over 
here will not go around and convert his plant to meet what the war is 
asking him and immediately gobble up all the raw material that is 
available in the country and thereby expand himself and have the 
little fellow dry up and go with the wind? It is your responsibility to 
see that we do not destroy our economy. 

Mr. FLeiscuMANN. Yes, sir. We are trying as hard as possible. 

Mr. Suaver. Mr. Fleischmann, is that not exactly what is going to 
happen when this automobile production is curtailed and you allow 
them to take the 25 percent bonus rubber around the country and 
get contracts—defense, civilian, and otherwise—and take away the 
normal customer in peacetime of the small rubber company? Is that 
not just exactly what is going to happen / 

Mr. FietscuMann. I do not believe so. I think he will be making 
truck tires, which is what he ought to be making instead of automobile 
passenger tires. 

Mr. Suaver. And further that the Big Four will go into other 
segments of the industry—mechanized goods and various other prod- 
ucts—which will result in taking away the normal customer of the 
small man? Is that not what we have done today ¢ 

Mr. FietscHMann. I think no. I do not think so. 

Mr. Suaver. I suggest strongly that vou listen in, Mr. Fleischmann, 
to the witnesses who will follow from the small rubber companies. 

Mr. Fieiscumann. Do you wish me to proceed now, Mr. Chairman / 

Senator Gitietre. It is past 12 o’clock. I think we want to hear 
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Mr. Fleischmann at some length this afternoon, as well as some of 
the other departmental witnesses. 
The subcommittee will rise and reassemble at 2 o’clock this afternoon. 
(Whereupon, at 12:10 p. m., the subcommittee was recessed, to 
reconvene at 2 p.m. the same day.) 


AFTERNOON SESSION 


Senator Gitterre. The subcommittee will come to order. The sub- 
committee meets pursuant to the recess taken before the noon hour. 
At that time Mr. Fleischmann was on the stand and was giving us 
his testimony. 

We are sorry we had to interrupt you, Mr. Fleischmann, but every- 
body must eat. 

We will proceed from the point where we curtailed the hearings. 
I believe at that time Mr. Shaver was engaged in interrogating you, 
Mr. Fleischmann, with regard to a number of questions that had been 
submitted to you, and I think you had completed reading the questions 
and the answers at the time we took the recess. Is that not true / 

Mr. FLerscuMann. No, sir; there are many more questions. I have 
only gotten through 14 out of about 40 or 50. 

Senator Ginterre. Will you resume where you left off reading? 

Mr. FLEIscHMANN. Yes, sir, 

Mr. Chairman, before I start I notice I overlooked supplying an 
exhibit that was asked for. I have that complete table as required 
for that question and I will just give that to the stenographer, if 
that is the way you wish it. 

Senator Gitterre. The supplemental matter will be received and 
incorporated in the record as supplementing your answer to inter- 
rogatory No. 4. 

Mr. FieisHMAnn. I am at question 15, Mr. Chairman. I had been 
asked in 13 and 14 about disparities in the work weeks and I had an- 
swered that we did not have any such information. 

The question 15 is: 

15. Question. What adjustments are being made to compensate for the dis- 
parity between these workweeks (i. e., 13V, 14), particularly since the recently 
announced cut-back in automobile production? 

Answer. I stated in answer to questions 13 and 14 that we had neither re- 
quired nor compiled information regarding days per week worked and number 
of shifts of members of the industry during either the base period or the period 
under the orders. This question assumes that some compensation should be 
made in favor of those plants which had operated during the base period on 
fewer shifts or for fewer days per week than others. The answer to this ques- 
tion is that no adjustments are being made on such a basis. Section 701 of the 
statute requires that the orders make available to each consumer a fair share 
of the available civilian supply of rubber based, so far as practicable, on the 
share received by such business under normal conditions during a representative 
period preceding June 24, 1950, and having due regard to the needs of new busi- 
ness. 

The representative period which was selected on the advice of the industry is 
the 12 months ended June 30, 1950. Regardless of the number of shifts and the 
number of days worked per week, each member of the industry (except new busi- 
ness) has a record of rubber consumption during the base period. The orders 
applicable to this industry have all used this period as a base. The orders have 
each provided that adjustments would be made on application because of undue 
or exceptional hardship peculiar to any individual member of the industry as a 
result of using this base. We have made adjustments for such cases and have 
administered the statute in accordance with our understanding of the intent of 
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Congress. The details of this administration will be outlined to you by the 
members of my staff, who will testify before this committee. 

16. Question. What was the average number of days work per week for each 
of the employees of the following essential industries during the fiscal year 
ending June 30, 1950, in their 6-hour and their 8-hour shift plants as well as the 
average number of shifts per day: 


1. Tire inner tubes 

2. Mechanical rubber goods (automotive) 
Mechanical rubber goods (nonautomotive) 
Insulated wire and cable 

Heels and soles 

. Boots and shoes 

Drug sundries 

Rubberized fabric, and 

9. Hard rubber goods 


Answer. I answered question 13 and 14 by advising you that we had not re- 
quested industry to provide such data. The same is true as to the details sought 
by question 16. We did attempt to secure this information from the records of 
the Bureau of Labor Statistics, but were unable to obtain it. 

17. Question. What adjustments are being made to compensate for the dis- 
parity between these workweeks and the workweek of the original equipment 
suppliers as described in question 13? 

Answer. No such adjustments are being made. 


Ole oe 


~e 
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Mr. Suaver. We were engaged in some conversation as to whether 
one company working 6 days a week and one working one and a half 
should not have some reasonable basis in fact for establishing a hard- 
ship. As I recall, you answered that you had not yet conside sred that. 

In other words, you are still of the opinion that a workweek basis 
is legal under section 701 (c) of the act. Is that correct / 

Mr. FiriscuMann. You st Mr. Shaver, having been a lawyer 
and a Government lawyer, I never like to press the illegality part. 

As I said, I believe it is a very dubious legality to adopt any such 
across- the-board rule. My real reason, however, is that I believe it 
is contrary to the intent of Congress expressed in the statute. 

Mr. Suaver. Do you have an opinion by the Commerce Depart- 
ment legal staff regarding that? Has there been any opinion from 
the legal staff of either NPA or Commerce regarding that 

Mr. FieiscuMann. I do not believe so. I know Mr. Hale, who 
was busy with this legislation at the time it was passed, is of that 
opinion and as you will recall I was counsel for NPA in the earlier 
days. I never wrote a legal opinion, I do not think Mr. Hale has, and 
I know of no others, sir. 

Mr. Siiaver. Has he expressed the opinion to you that it is his idea 
that a workweek basis would be contrary to the intent of the act? 

Mr. Fieiscumann. Mr. Hale’s opinion, I think, is expressed in the 
testimony that we all discussed and which was given by Secretary 
Sawyer. I have talked this matter over with him several times and 
I believe this represents the consensus of our legal as well as policy 
views. 

Mr. Suaver. As a matter of fact, did not the Secretary indicate 
that this was on the semana basis and that you could apply almost 
any rule as a base period, or as a means of allocation? That is my 
recollection of the t citiomny of the Secretary. I know full well that 
Mr. Hale did allot a service on this Defense Production Act, but in 
the request for the act itself the Secretary also stated he wanted it 
in the broadest terms possible. 
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Mr. FieiscuMann. You will recall this is not in as broad terms as 
was the Second War Powers Act because of this provision being in 
there. 

Now I bring it down to a very simple matter: Congress must have 
intended something by that language and I am endeavoring to carry 
out what I think it meant. As I say, being a lawyer I know I can be 
wrong on a legal question and perhaps I am wrong on this one but 
that is what I think Congress meant. 

Mr. Sraver. What do you think Congress meant by including the 
term, “so far as practicable” ? 

Mr. FuriscuMann. I think it meant we should allocate according 
to essentiality and I think it also gave us the right which we have used 
to make certain exemptions for small business, which we have done. 
However, I think it set up a standard which, within reason, we should 
try to approximate. 

Senator Tire. Mr. Chairman, I should like to ask what exemptions 
were given the small-business man? From what I have seen it has 
exclusion under the exemption. More small-business men were ex- 
cluded from getting material. 

Mr. Fieiscumann. No, Senator Thye. 

Senator Ture. That is what the real effect of the controls has been. 
Re ally they have been excluded from getting raw materials and that 
is why we are sitting here. 

Mr. FiriscuMAnn. Senator Thye, that is unquestionably true with 

respect to some materials, where I said in other committees and I say 
it here, that our system has not yet gotten to a point where we can 
insure either big or small producers this proportionate share. I wish 
I could claim otherwise but I cannot. 

We do have right in the rubber order, an exemption from the limi- 
tation for any user whose quarterly consumption does not exceed 
25,000 pounds. That is a specific exemption for small business. 

Senator Turn. Is there any processor or fabricator who does not 
use over 25,000 pounds, the order does not affect him? 

Mr. FietscuMann. That is right. 

Senator Ture. In other words, he can go out and hunt for it? 

Mr. FietscumMann. That is right. 

Senator Tuy. But you do not allocate it and do not assume any 
responsibility of seeing that he gets it? 

Mr. FixrscumMann. No, Senator, that is not so. We do allocate two 
types, I believe, of synthetic rubber and in that area—I believe I am 
correct; the men who handle the day-to-day allocations will bear 
testimony better than I but in that they can get this full allotment 
of synthetics and I believe also at the present time that since the Gov- 
ernment is the exclusive purchaser they can now get their full allot- 
ment of natural. 

I say that with some diffidence, because this thing has progressed 
and progressed very r apidly. It works more effic iently i in the alloca- 
tion end now than it did 2 months ago, of course. I hope it will work 
a good deal better and I hope we will make some improvements. How- 
ever, we are providing exactly that. I feel certain what you said is 
true of a situation perhaps 2 months ago. 
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Again I will refer to the people who do this detailed allocation 
to state that they can get such amounts. 

Senator Tire. I am sorry I have interrupted, Mr. Chairman. 

Mr. FietscuMann. Shall I proceed ? 

Senator Giuterre. You may proceed. 

Mr. FLeIscHMANN (reading) : 

18. Question. Give the average daily consumption during the sume period 
for each of these categories (referred to in 13, 14, and 16) of the industry by 
company and by plant. 

Answer. It so happens that we are able to give the information requested 
in question 18 as it pertains to the insulated wire and cable industry by com- 
pany but not by plant. We are preparing and will file an exhibit which sup- 
plies this information. It was obtained in the course of a special study which 
was made by the Rubber Industry Division of the National Production Au- 
thority. We do not have similar information for any of the other categories 
mentioned in question 16. 

I have some disparity in the typing of 19, 20, and 21. I believe we 
are not able to furnish the information for 19, 20,21l,and 22. Yes, that 
is correct. I will read the questions into the record, Mr. Shaver, if 
you would like to have them or I will submit this as a written docu- 
ment. We do not have the information for any of these four ques- 
tions. They relate to the workweek in industry and we do not have 
it. 

Would you like me to read the questions or shall I just offer this 
when I get done? 

Senator Gitterre. It would seem, Mr. Fleischmann, that it would be 
inappropriate to put these questions into the record at this time with 
no answers, because it will be a voluminous record and at a later time 
the questions can be incorporated in the record, together with the 
answers. 

Mr. FietscHMann. Let me just say this, Senator Gillette: We have 
no material available which would give us the answers to these four 
questions. To get them would require circularizing industry very ex- 
tensively. As to whether or not we should do that, I would be glad 
to confer with members of the staff of the committee. If they want 
this information we would have to get out new questionnaires to in- 
dustry. We just do not have that information at all. 

Senator Gitterre. For the time being we will pass over these 
questions. 

Mr. FietscHMann. Senator, I might say this, too: I will give the 
stenographer the full text of my questions and answers or lack of 
answers and then he will have a complete record. 

Senator Gitterre. Do you mean those covered up to the present 
time? 

Mr. Fietscumann. All of them when we get done, too. 

Senator Gitterre. Very well. 

Mr. FLEeIscHMANN. I am now turning to questions in group 2, I be- 
lieve it is, Mr. Shaver. 

This is No. 1 in group 2: 


What is the base period? 
Answer. The base period employed in NPA Order M-2 is the fiscal year ending 
June 30, 1950. 
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Mr. Suaver. How many other materials on an allocation basis are 
affected by the utilization of the 1-year period? 

Mr. Firiscumann. I will have to check on that. I believe none. 
Let me answer that: I believe none. I think we checked and found 
none and I think there is a further explanation later on in here. 


2. Question. What is the significance of the base period? 

Answer. The base period is used as the basis upon which current permitted 
consumption of new rubber is computed. Each person’s current permitted total 
new rubber consumption (excluding natural rubber latex) is expressed in terms 
of a percentage or proportion of base period consumption. The limitation on 
current consumption of natural rubber (dry and latex) is figured in the same 
way. Synthetic rubber (GRC and butyl) is allocated on the same general 
principle but, in the case of GRS, the allocation is made so as to make up the 
difference between total permitted consumption and the quantities allowed to 
be consumed in forms other than GRS. 


Senator Giuterre. What is GRS? 
Mr. FieiscuMann. That is a form of synthetic rubber. 


3. Question. What is the requirement of the Defense Production Act of 1950 
with respect to the establishment of the “base period?” 

Answer. Section 701 (c) of the Defense Production Act of 1950 lays down the 
following general standard : 

“(c) Whenever the President invokes the powers given him in this act to 
allocate, or approve agreements allocating, any material, to an extent which the 
President finds will result in a significant dislocation of the normal distribution 
in the civilian market, he shall do so in such a manner as to make available, 
so far as practicable, for business and various segments thereof in the normal 
channel of distribution of such material, a fair share of the available civilian 
supply based, so far as practicable, on the share received by such business under 
normal conditions during a representive period preceding June 24, 1950, and 
having due regard to the needs of new businesses.” 

4. Question. What was the basis of selection of the year ending June 30, 1950, 
as the base period for the determination of the rubber consumption cut-back 
and allocation controls? 

I feel it again appropriate to remind the committee that most of 
these questions sre not within my personal knowledge. I did not 
participate in the answer but I will read the answer prepared by my 
staff. Mr. McCoy, who will testify next, was in the middle of these 
negotiations which I was not. 

Answer. The fiscal year ending June 30, 1950, was chosen as the base period 
because it was determined to be the fairest and most representative period for 
the rubber industry as a whole upon the basis of which consumption limitations 
and allocations could be computed. Selection of other base periods was con- 
sidered and discussed with the Rubber Industry Advisory Committee, e. g., the 
first 6 months of 1950, the last 6 months of 1949, the calendar year 1949, et cetera. 
The committee argued and the Government concluded that adoption of a full 
year as the base period would equalize seasonal variations as among different 
companies and so would make unnecessary any adjustments to correct such differ 
ences. The fiscal year ending June 30, 1950, seemed most suitable as representing 
a pre-Korea period characterized by a relatively high level of activity in the 
industry. 

Mr. Suaver. Let me read the percent gained in 1950 over 1949 in 
the big four, in the major tire makers: Goodyear had a 33 percent 
gain over 1949. Firestone had a 19 percent gain. United States 
Rubber, 34.5 percent gain. Goodrich, 40 percent gain. 

Now one more question, Mr. Fleischmann. W hy is the rubber in- 
dustry in the singular position that it is the only one which utilizes 
the 1-year period? 

Mr. FietscoMann. We have = I believe, other 1-year periods. 
Your question, as I understood it, was whether or not we had used this 
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particular period ending June 30 and I answered that I do not believe 
we have. 

Mr. Suaver. On this rubber advisory committee are you familiar 
with the general fact as to whether there was complete agreement on 
the 1 year which could be used ¢ 

Mr. FiriscumMann. I have that covered by another question. The 
question is: 


List the names of the persons who participated as members of the committee 
in selecting the base period. Give the names of the companies, trade associa- 
tions, et cetera, they were with at the time or the names of the companies, trade 
associations, et cetera, they had been with. Under whose auspices were the 
meetings held and who selected the members of the committee? 

Answer. | am submitting a list of the committee membership as of August 
1950, which was the time when the base period was determined. The subject 
of the base period was discussed at a meeting of the committee held in Wash 
ington on August 18, 1950. I believe all members of the committee attended 
or Were represented. The subject was also discussed informally on other occa 
sions, however, and it is not known which members participated in these dis- 
cussions. All meetings and discussions on this subject were held under the 
auspices of the Office of Industry and Commerce, which was the agency then 
charged with responsibility for rubber controls pursuant to the Rubber Act of 
IN948 (Public Law 469, 80th Cong.). The committee had its origin in World War 
Il under the Office of the Rubber Director and WPB but was adopted as a Com- 
merece Department advisory committee when rubber controls came to this De- 
partment, There have been some changes in membership since that time, both 
through substitution of different representatives of the same companies and 
through the addition of representatives of new companies, all new appointments 
prior to NPA having been made by the Secretary of Commerce. NPA appoint- 
ments to advisory committees are made by the Director of the Office of Industry 
Advisory Committees. 


(The information referred to is as follows:) 
RUBBER INDUSTRY ADVISORY COMMITTEE AUGUST 1950 


R. E. Drake, president, Avon Sole Co., Avon, Mass. 

F. D. Hendrickson, president, American Hard Rubber Co., New York 13, N. Y 

James A. Walsh, president, Armstrong Rubber Co., West Haven 16, Conn. 

Chas H. Baker, Chas. H. Baker, Inc., Providence 7, R. I. 

J. Newton Smith, president, Boston Woven Hose & Rubber Co., Cambridge 39, 
Mass. 

A. L. Freedlander, president, Dayton Rubber Co., Dayton 1, Ohio 

George B. Dryden, president, Dryden Rubber Co., Chicago 24, Ill. 

John L. Collyer, president, B. F. Goodrich Co., Akron 18, Ohio 

Thomas Robins, Jr., president, Hewitt-Robins, Inc., New York 5, N. Y. 

R. G. Landers, president, Landers Corp., Toledo 1, Ohio 

H. E. Smith, vice president, Raybestos-Manhattan, Ine., Passaic, N. J. 

’. Thatcher Lane, president, Seamless Rubber Co., New Haven 3, Conn. 

J. P. Seiberling, president, Seiberling Rubber Co., Barberton, Ohio 

Everett Morse, president, Simplex Wire & Cable Co., Cambridge, Mass. 

Harvey S. Firestone, Jr., chairman of the board, Firestone Tire & Rubber Co., 
Akron 17, Ohio 

W. F. O'Neil, president, General Tire & Rubber Co., Akron 9, Ohio 

A. L. Viles, president, Rubber Manufacturers Association, New York, N. Y. 

W. J. Sears, vice president, Rubber Manufacturers Association, Washington, D. C. 

Herbert E. Smith, chairman of the board, United States Rubber Co., New York 
a Its ae 

Jean H. Nesbit, president, United States Rubber Reclaiming Co., Inc., Buffalo, 
ae # 

P. W. Litchfield, chairman of the board, Goodyear Tire & Rubber Co., Akron, Ohio 

6. Question. Who participated for the Government? 

Answer. The official who had principal responsibility and who presided at the 
meeting of August 18, 1950, was Mr. H. B. McCoy, then Director of the Office 
of Industry and Commerce, now Assistant Administrator of NPA. Assisting 
him in this regard was Mr. Earl W. Glen, then Director of the Rubber Division. 
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Also present at the meeting were various other officials of the Rubber Division 
and the Department of Commerce, as well as representatives of some other 
Government agencies. 

7. Question. Was the base period ending June 30, 1950, unanimously agreed 
to by the committee? 

Answer. There is no record of a vote or poll having been taken, and it is 
impossible to state categorically that the decision was unanimous, but there 
was substantial if not complete unanimity. It is not recalled that any objection 
was raised. 

Mr. Suaver. Were any records made of the meeting? 

Mr. FieiscuMann. There were no minutes such as we now keep of 
the meetings, at that time. I understand there are in existence some 
notes which we will make available to the committee. 

Senator Gutterre. Mr. Fleischmann, I find it difficult to under- 
stand your conclusion: 

There is no record of a vote or poll having been taken and it is impossible to 


state categorically that the decision was unanimous but there was substantial 
if not complete unanimity. 


In answer to question 5, speaking of this meeting you said: 
I believe all members of the commmittee attended or were represented. The 


subject was also discussed informally on other occasions, however, and it is not 
known which members participated in these later discussions. 


How can you then reach conclusions that there was substantial 
unanimity when your decision was not reached until a number of 
subsequent informal discussions where you say you do not know who 
was there ? 

Mr. Fieiscumann. I have all of my information on this subject 
from Mr. McCoy. His recollection was, as he will testify to you, that 
at this one meeting of the committee, virtually all members of the 
committee were present and at that meeting as far as he can recall, 
this base period was agreed to, with substantial unanimity. 

He recalls also, as I believe he will testify, that there were other 
discussions with the same members who were down here a great deal 
during the period when this was being set up. 

Senator Gitterre. Inasmuch as your statement comes from Mr. 
McCoy, and Mr. McCoy is to testify, perhaps we had better defer 
that until he can explain it to us. 

Mr. FLEISHMANN (reading) : 


8. Question. Was the acceptance of the base period agreed to subject to any 
conditions, direct or implied, by any of the committee members?—and I wish to 
say, as before, none of this is within my information; I am merely repeating what 
Mr. McCoy tells me. 

Answer. There were no such conditions except that, as indicated below in 
answer to question No. 11. it was understood that adjustments would be made in 
hardship cases, 

9. Question. Is there a written record of the discussions of this committee and 
the pertinent facts upon which it based its conclusions? 

Answer. There are rather extensive notes of the meeting dealing primarily 
with the question whether total consumption of new rubber should be cut back 
to 95 percent or to 100 percent of base-period consumption. In addition, there 
are certain proposals and data submitted by the rubber industry and by the 
Rubber Division, indicating the bases upon which the discussion at the meeting 
proceeded. 

10. Question. Has the entire fiscal year ending June 30, 1950, been used as a 
base period for any other commodity than rubber under Defense Production Act 
allocation? Specify. 

Answer. There appears to be no other NPA order employing as a base period 
the full year ending June 30,1950. The calendar year 1950 is used in Regulation 4 
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(maintenance, repairing, and operating supplies) ; Order M-—381 (chlorine) ; and 
Order M-35 (cattle hides, calfskins, and kips). Several orders employ base 
periods ranging from 6 to 9 months in duration. 

11. Question. Did any of the members of the committee which recommended 
the base period ending June 30, 1950, reeommend that the application of this base 
period be subject to adjustment on a basis other than plant capacity or standard 
workweek ? 

Answer. The wording of this question implies that some members of the com 
mittee recommended that adjustments be made on a basis of plant capacity or 
standard workweek. The notes of the meeting of August 18, 1950, reflect no 
such recommendation and there is no evidence or recollection that any such 
recommendation was made by anyone. The entire year was selected as the 
hbase period, as explained above, for the express purpose of avoiding the necessity 
for making adjustments to compensate for the ups and down of business activity. 
It was understood that base-period adjustments would be granted only in cases 
of exceptional hardship resulting from strikes, fires, and similar work stoppages 
or abnormalities in the base period. 

12. Question. Did the Government or the committee or anyone else seek the 
views of the hundreds of smaller rubber companies as to the selection of the base 
period ending June 30, 19507 

Answer. The Government sought and in large measure adopted the views of its 
Industry Advisory Committee. The members of that committee are selected 
very carefully so as to provide fair representation of all segments of the indus 
try and of companies of all sizes. It is obvious that the business of government 
could not go on if action of this character had to be preceded by consultation 
with hundreds of smaller rubber companies, The most that we can do is to 
establish a representative committee and then consult with it faithfully. 

13. Question. (a) Does the NPA feel that section 701 of the Defense Produc- 
tion Act of 1950 has been complied with in establishing the base period? Has 
this question been reviewed by NPA? If so, by whom? 

(b) Was the base period selected before or after the enactment of the 
Defense Production Act of 1950, 

Answer. (a) The NPA feels emphatically that section 701 has been complied 
with in establishing the base period. I have personally reviewed the matter, and 
I am satisfied that we have followed the statute. 

(b) Since Order R-1, which first employed this base period, was issued on 
August 25, 1950, the base period was, of course, selected before enactment of the 
Defense Production Act of 1950, which was signed by the President on September 
8, 1950. It is a fact, nevertheless, that a paragraph similar to the present sec 
tion 701 (¢c) was in the bill as passed by the Senate on August 21, 1950, and that 
the base period and the formula employed in Order R-1 followed closely the 
requirements of that provision. 


I might add to my answer there that I am not implying, because I 
do not know, that that Senate provision was before the committee. I 
just do not know on that, but the time sequence was as I have described. 

Now this is the third group of questions: 


1. Question. Do outstanding regulations specifically permit an adjustment of 
the base-period consumption figure on the basis of plant capacity or standard 
workweek? <A copy of the outstanding instructions and letters on this point 
should be made a part of the record. 

Answer. Outstanding regulations as of this date do not permit an adjustment 
on the basis of plant capacity or standard workweek, So far as l am aware, no 
regulations issued by National Production Authority or pursuant to the Rubber 
Control Act of 1948 ever permitted such adjustments. Indeed, any adjustment 
of the base period on the basis of plant capacity or standard workweek, in my 
opinion, would be contrary to the purposes of the statute and contrary, in my 
opinion, to any sound allocation policy which could be followed by the National 
Production Authority. The committee has been furnished copies of the rubber 
orders Which were in effect from August of 1950 until the present time. These 
orders state the basis on which adjustments are to be made. On February 2, 
1951, Rubber Division Operating Instruction No. 1 providing for a review of all 
adjustments then in effect under the rubber order was issued with my approval. 
1 am furnishing a copy of this Instruction No. 1 to the committee at the present 
time, 
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(The document referred to is as follows :) 
NATIONAL PRODUCTION AUTHORITY 
Washington, D. C. 
RUBBER DIVISION 
RvuBBER DIVISION OPERATING INSTRUCTION No. 1 
February 2, 1951 
REVIEW OF ALL COMPANY BASE-PERIOD ADJUSTMENTS 


Section 1, Purpose.—This assignment is to review all previous adjustment 
actions for a new determination of each company’s proper base for total new 
rubber, for natural rubber latex, and for natural rubber excluding latex. 

Sec. 2. Applicability.—The review is to include all companies that have filed 
applications, including for each company all cases of all types. This means that 
for each company there will be a comprehensive review of natural latex, GR-S, 
and butyl cases, as well as all the so-called A cases. 

Sec. 3. General standards.—The policy which should guide reviewers is that 
base-period consumptions as shown in NPA’s statistical records are to be ac- 
cepted as each company’s bases unless there is an affirmative determination that 
there should be an adjustment of the bases on grounds (1) that the base-period 
consumptions were abnormal under the criteria set forth in section 7, below, or 

2) that by reason of the company being a “new business” it is entitled to the 
establishment of appropriate bases (see sec. 9). 

Certain types of cases can be immediately distinguished as not qualifying for 
base-period adjustment. 

(a) Allocations of rubber to a company for a special purpose. An example 
was the granting of extra allowances to certain rubber footwear companies to 
compensate for heavy consumption necessitated by severe snowstorms ; such allot- 
ments should not find their way into bases as adjustments. Where the allot- 
ment still has a month or so to run, and the purpose justifies adjustment under 
currently applicable standards, an adjustment should be handled independently 
of the base-period review and without modifying the base on that account. 

(b) Adjustments granted on behalf of a customer of a company. Such accom- 
modations are to be disregarded. 

(c) Allocations for special programs and adjustments for essentiality reasons, 
They should not be included in the bases of the company or companies concerned. 
However, the amounts allocated should be reported to the statistical section for 
inclusion in monthly calculations. 

It is important that bases not be adjusted on account of any actions of this 
general type. 

In the review for each company all sources of data and information shall 
be resorted to. It would be quite all right in appropriate circumstances to get 
in touch with the company for clarification or for further information. 

Sec. 4. Relation of base-period adjustments to M-—2.—The authority to grant 
base-period adjustments stems from the ‘Adjustments and exceptions” section 
in M—2 where it is stated that “undue and exceptional hardship not suffered gen- 
erally by others in the same trade or industry” is grounds for an application. 
In most cases such a claim would be grounded on abnormality of the applicant’s 
base-period consumptions. It is the responsibility of the reviewer to determine 
whether the company qualifies for adjustment as being a case of “undue and 
exceptional hardship.” 

Sec. 5. Cases that do not represent abnormality in the base period.—tThe fol- 
lowing is not an all-inclusive list, but does set forth the most common types of 
cases which do not meet the agency standards. 

(a) Shifts in important volume contracts, such as loss of an important con- 
tract shortly before the base period. 

(b) Growth in volume of business over the base period or longer. A base 
period is not abnormal because it does not fully reflect the acquisition of new 
business. 

(c) Added production resulting from use of previously idle equipment or 
added shifts of operation. 

(d) Seasonal fluctuations, since the base period covers a full year. 
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(e) Acquisition of or merger with a defunct business or one with low- 
base-period consumption. Of course the bases, if any, of the company acquired 
are to be included in the merged company’s figures, but no adjustment of such 
totals is justified. The new combination does not constitute a “new business” 
which is entitled to special treatment. 

(f) Introduction of a new product by an established rubber consumer, unless 
there is persuasive evidence that a substantial financial commitment had been 
made for the new product prior to August 25, 1950. Aside from exceptions, a 
company should be expected to handle manufacture of a new product from 
its regular permitted consumption if it wishes to add it to its line. 

Sec. 6. Cases based on claim that the industry was depressed in the base 
period.—Where one company contends that the industry in which it is engaged 
was operating under depressed conditions in the base period the presumption 
is that competitors were also “depressed.” Clearly it then follows that the hard- 
ship, if it exists, is “suffered generally by others” and so is excluded from relief 
under the provisions. However, the industry as a whole may merit considera- 
tion for adjustment on grounds for essentiality in the public interest. Such 
cases Should be referred to the chief of the section. 

Sec. 7. Cases that may qualify as abnormal base periods.—It is possible al- 
though by no means certain, that applications based on the following can be 
determined to represent abnormality in the base period. 

(a) Extended shut-down during the base period occasioned by a prolonged 
labor dispute. The strike may have been against the applicant or against a 
principal customer. It is hardly reasonable that an interruption due to a labor 
dispute of less than 1 month could affect rubber consumptions enough to make 
them abnormal. The effects on consumption may be marked enough in longer 
shut-downs to justify adjustment. 

(b) Extended shut-down due to fire, flood, or other catastrophe. 

(c) Interruptions and prolonged slow-downs in operations due to continuing or 
recurring technical difficulties. Reference should be made to industry technicians 
for advice on these cases and for estimate of the effects. Do not confuse these 
with new business or new product cases. 

(d) Shut-down during the base to permit plant conversion or move to new 
location where there was larger than usual consumption of rubber in the months 
prior to the base period to build inventory in anticipation of the shut-down. It 
is necessary to ascertain that consumption was “borrowed” from the base and 
not made up. In making the adjustment the base should be extended to include 
the earlier months so as to average out consumptions. 

(e) Businesses began shortly before the base, say after January 1, 1949, and 
up to June 30, 1949. Care should be exercised in handling such cases. Some 
allowance is in order where technical difficulties had not been overcome by July 
1, 1949, and where extreme financial hardship will result if a moderate adjust- 
ment is not granted. It is hard to see where large adjustments in percentage 
can be substantiated in view of the 1-year length of the base period. 

(f) Exceptional hardship, ordinarily financial, from requiring adherence to 
the base period. If there is persuasive evidence that a substantial financial 
commitment had been made prior to August 25, 1950, which without a base ad- 
justment would leave the company in a position of extreme hardship an adjust- 
ment to relieve the hardship is proper. Other exceptional hardship cases that 
seem meritorious may be referred to the Director of the Division. 

Sec. 8. Determination of amount of adjustment.—The first proposition is that 
the company should not be granted any base higher than it requested. It is to be 
recognized that many companies approach the problem of an application as a 
bargaining process; judicious analysis, often with consultation with industry 
technicians, can serve to reduce inflated requests. Experience in the months and 
year prior to the base period (but never after it) can serve as a guide in many 
cases. However, it is not intended that bases reflect ideal conditions, and since 
most companies in the course of 12 months will have slack periods, minor shut- 
downs, and other events unfavorably affecting volume, it should be the endeavor 
of the reviewer to establish a level in line with conservative expectations, not the 
optimum. 

In the interests of expeditious handling, actions on companies with small 
consumption may be completed without seeking the same degree of precision as 
on others. The same standards should be applied and deviation from the 
criteria is not justified on the grounds of smallness; however, less extensive 
investigation is acceptable. 
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Sec. 9. Establishment of base periods for new businesses.—The strict definition 
of a “new business” is a company that began consuming rubber after June 30, 
1950. As a practical matter, however, the problem of.any company that began 
operations after July 1, 1949, is in greater or less degree one of establishing base 
period figures that equitably overcome the penalty of including months with no 
consumption or limited pilot-run consumptions in the calculation of the bases. 

Reference to industry technicians is advisable in most cases. The objective 
is to establish a base reflecting a moderate, reasonable level of operation (but 
not full-scale or one that assumes full success in marketing the output). 

Any business entered into after August 25, 1950, the date of the issuance of 
R-1 (by which is meant that no substantial financial commitment was made 
before that date) can be considered as “on notice” that future supplies of rubber 
were not assured. While all business undertakings run the risks associated 
with these uncertain times, it is especially true of a rubber-using venture in 
recent months. On this ground it is not unreasonable to restrict a new enter- 
prise undertaken after August 25, 1950, to a permissible consumption of rubber 
and allocations of synthetic to output that is essential and is either in the interest 
of the national defense or is in the public interest. 

Sec. 10. Establishment of base for companies not reporting consumptions in 
the base—Companies may not have reported because consumptions were small 
and below the minimums set in the order. The figures now submitted may be 
accepted. If a company’s consumption figures should have been reported a 
question of noncompliance arises. However, unless there is reason to suspect 
their accuracy, the figures can be adopted at the bases. Where the NPA records 
are incomplete and the company has supplied the missing data the base records 
should be corrected, This would not be an “adjustment.” 

See. 11.—Treatment of businesses where redetermination of bases under this 
program may cause hardship. 

(1) Any company that had received a very substantial adjustment which was 
largely or entirely canceled in the review is likely to face real hardship if re- 
quired abruptly to cut back from an expanded level of consumption permitted 
by the adjustment. In dealing with such cases, the first step is to ascertain 
actual consumption from current reports in our statistical section, since some 
companies have not utilized their permitted allotments. Then, where it is 
found that a company in good faith expanded substantially as permitted, two 
possibilities exist: 

(a) Temporary hardship. Where a company has not made a_ substantial 
financial commitment, but where some labor dislocation and operational prob- 
Jems will cause temporary hardship, the NPA should not require immediate 
return to the base period. A period of not over 3 months should be allowed 
to effect readjustment in operations. 

(b) Extreme hardship associated with a substantial financial commitment 
made in good faith after being granted an adjustment. Where the com- 
mitment was in good faith the NPA must be very cautious about imposing a 
full roll-back. Evidence of a substantial financial investment and of operations 
undertaken in good faith are grounds for setting bases higher than otherwise 
would be justified. Caution should be exercised, however, to set the base only 
high enough to relieve the hardship, taking into account actual usage, the finan- 
cial investment, and the nature of the company’s business. Also, effect should 
be given to the relief given all companies by this base-period review program. 

(2) For those companies where data on base-period consumptions are missing 
or fragmentary, the review results in the determination of a base of zero or a 
nominal amount. In such cases special treatment is necessary so that firms 
will not be subject even to temporary hardship. A comunication should be 
sent to each company requesting submission of base-period Consumption data. 
Upon receipt of the data proper bases can then be established; moreover, any 
cases then involving either requests for adjustment of bases or application for 
more rubber on grounds of essentiality can be given appropriate consideration. 

(3) Very small consumers of rubber in many cases are also small enterprises. 
Any reduction in their permitted consumption resulting from cancellation of 
adjustments is likely to cause hardship. However, this hardship would ordi- 
narily be attributable to the fact that their being small gives them limited flexi- 
bility for adapting themselves to controls. Since it is contemplated that this 
hardship will be relieved by a general action setting a figure of permitted use 
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of 25,000 pounds per quarter below which restrictions on usage do not apply, 
it is not necessary to treat these situations on a case-by-case basis. ‘They should 
be given adequate relief by the contemplated general action. 

Sec. 12. Procedural routines ——Company files are to be reviewed in alphabeti- 
eal order. A summary analysis sheet, the form now used in the Division, is to 
be employed for recording the name of the company, numbers of cases ex- 
amined, disposition (including the bases for total new rubber excluding natural 
latex, for total natural latex, for total dry natural rubber, and for GR-S), 
justification for the action, date of review, and initials of reviewer. 

As the analyses of cases are completed the files should be turned over to the 
Director of the Division for his review. After review and approval of the deter- 
minations, the figures are to be transferred to summary sheets showing original 
base period data for the principal bases for each company. Also a list should be 
prepared of all companies where the result of the redetermination is to reduce 
the base figure by more than 50 percent from the Company's base as it had been 
adjusted by previous actions. This is for the purpose of handling the hardship 
cases referred to in section 11. 

Cases where companies have claims for adjustment not pertaining to the base 
but pertaining to grounds of consumption being essential as in the interest of 
the national defense or in the public interest should be segregated so that 
appropriate consideration can be given to adjustment on these grounds. How- 
ever, actions taken in such cases ordinarily will not alter the bases but will take 
the form of specifically permitting at least the level of consumption deemed 
necessary to meet the essential need. 

The final step is to transfer the base determinations to the letter-order which 
will be the official notification over the Administrator’s machine signature. 


L. E. SPENCER, 
Director, Rubber Division. 
Approved : 
H. B. McCoy, 
issistant Administrator, National Production Authority 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, February 20, 1951 
To All New Rubber Consumers: 


NEW RHC CONSUMPTION FOR CIVILIAN PURPOSES NPA ORDER M-2 


A complete reexamination of the bases of permitted consumption of new rubber 
hydrocarbon by each consumer in the industry has now been completed by a 
staff of Government analysts. 

Before making this review the NPA carefully considered the possible grounds 
under which a company might qualify for an adjustment of its base period. Stan- 
dards for uniform treatment of all companies in like situations have been estab- 
lished. These are NPA standards, and so that you may be fully informed as to 
the basis on which your and all other Company files were reviewed, these NPA 
standards are attached. 

As a result of the reexamination, the NPA industry adjusted total base of 
new RHC (excluding latex) has been reduced from over 1,480,000 long tons as 
of January 11, 1951, to 1,076,110 long tons as of February 19, 1951. This has the 
effect of increasing the industry’s permitted consumption from 76 percent of 
the former base for March 1951—as indicated in M-2 dated February 1, 1951— 
to 95 percent of the February 19, 1951, NPA adjusted base for that month. 
On the same basis, the permitted consumption of dry natural rubber for March 
would increase from 35 to 48 percent. 

The latex base has been adjusted upward by NPA from the original base 
(July 1, 1949, to June 30, 1950), of 44.897 long tons to 51,020 long tons, most of 
which is represented by new users or for new purposes so that in effect an 
increased usage over base period of 13.63 percent results for that industry 
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New bases have been established for all consumers within the definition of a 
“consumer” as stated in M-2, as follows: 


Industry base 


[Long tons] 


NPA redeter- 
mination, Feb. 
19, 1951 


| Original (July 
} 1, 1949, to June 
30, 1950) 


Total new rubber (excluding natural latex) | 1, 044, 762 | 1, 076, 110 

E . . | — perenne 
Total dry natural rubber 606, 985 622, 579 
Total butyl 53, 315 | 53,315 
Total other synthetics (GR-S, neoprene, N and 8 types, etc.) | 384, 462 | 400, 216 
= i= == <== 
Total natural rubber latex. -- | 44,897 | 51, 020 


Your proportion of total dry natural rubber and total other synthetics (GR-S, 
neoprene, N and S types, etc.) will necessarily be altered by your adherence to 
the new end-product specifications governing the use of natural rubber, which 
will be issued by NPA and become effective March 1, 1951. 

Since these relationships will vary by consumer depending upon the end-product 
the manufacturers, the exact breakdown of your usage between natural and syn- 
thetic cannot be known by us. However, we will proceed with tentative March 
allocations of GR-S according to the information presently available to us. 

Within your total new rubber consumption permitted, you are allowed to 
revise the relationship of the “natural dry rubber” and “total other synthetics” 
to enable you to adhere to the new end-product specifications effective March 1, 
1951, provided you have made application to this office and are in receipt of such 
approval (machine signature by the Administrator). Prompt handling of such 
applications may be expected. 

It was noted that many small and/or new consumers are not on record with 
this office in accordance with the requirements regarding reports of consumption 
as stipulated by the M-—2 regulation. In such cases, we have made tentative 
determinations pending receipt of properly documented information as required 
by M-2, and it is expected that some further adjustments of such bases may be 
in order. Again, such cases will be handled promptly, within staff limitations, 
upon presentation of the necessary background information to this office. 

March, and to a lesser extent the second quarter, allocations of GR-S may 
vary somewhat from your formula share above in order to facilitate an orderly 
transition to the new bases. It is anticipated that your third quarter consump- 
tion will conform to the formula quantities indicated herein. 

The provisions for “adjustments and exceptions,” section 19 of M-—2 effective 
February 1, remains in effect. Actions on such requests in duplicate by a review 
comniittee in this office will be based upon the same criteria (attached) as was 
used in the review mentioned above. 

In connection with applications for changes in bases, you should indicate, in 
addition to other complete information, the number of employees on your payroll 
that were affected by the amount of total new rubber consumed by you for each 
of the four following periods: July 1, 1949; January 1, 1950; July 1, 1950; Janu- 
ary 1, 1951. 

We take this opportunity to remind you that present NPA regulations are based 
on the guiding principle that each manufacturer will distribute his production 
equitably amongst his customers; that distributors, wholesalers, and retailers 
will follow through in the same manner. 

Your cooperation toward attaining these objectives will help considerably 
toward avoiding burdensome controls and insure equitable distribution to all 
consumers of rubber goods. 

Sincerely yours, 
L. E. SPENCER, 
Director, Rubber Division. 


This document was sent to each member of the rubber industry on or about 
February 20, 1951, together with a letter of transmittal which is included above 
with the document just put into the record. The adjustment provisions in the 
orders and the instructions and comments in the two documents contain all of 
the outstanding instructions and general letters on this point. 
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2. Question. Did the regulations ever permit an adjustment on the basis of 
plant capacity and standard workweek? If so, why was the system changed 
to prevent such adjustment, and who is responsible for the change? 

Answer. The regulations never permitted nor contemplated, and in my opinion 
the act prohibits, any adjustment on the basis of plant capacity or standard 
workweek. I do think it fair to say that Mr. Glen while he was director may 
have considered it appropriate to make adjustments on some such basis, but 
if so I do not believe these actions were in accordance with the statute nor 
sound policy 


Senator GitLerre. Just amoment, Mr. Fleischmann. In that answer 
are you stating individual opinion ¢ 

Mr. FiriscHMaNN. With respect to my belief in the policy, that is 
my own v lew. 

Senator Gitterre. This answer, then, imposes your own conclusion 
and your own opinion ¢ 

Mr. FiriscumMann. It embodies my own opinion and conclusion as 
to the policy of the Defense Production Act. As to what Mr. Glen 
did or did not do, that, too, I must rely on others for because I was 
not responsible for his operation, at that time. 


8. Question. Since the recent change in the basic policy respecting adjust- 
ments has such an adverse effect on so many members of the rubber industry, 
what attempt, if any, was made to get the advice and suggestions of the entire 
industry in connection with the return to the “base period” method of adjust- 
ments? 

Answer. In the first place, there has been no recent change in the basic policy 
respecting adjustments. There was a change in the administration of adjust- 
ments which occurred after January of 1951. The purpose of the change in 
administration was to return to the basic policy, a policy which I understood 
to be the one accepted by the industry and expressed in the orders. The reason 
for the change was that it then appeared that the basic policy had not been 
adhered to. The purpose of the rubber order was to conserve rubber for military 
purposes and for the national stockpile. Under the administration of the order 
in the fall of 1950 the consumption of rubber was at a rate which was the greatest 
in the history of the rubber industry in this country. 

Rubber was not added to the national stockpile as contemplated. I have the 
figures with regard to additions of the stockpile, and I will be glad to furnish 
them to the committee in executive session, assuming that the consent of the 
military authorities can be obtained. In my opinion, many of the adjustments 
made by the Rubber Division in that period tended to thwart the purposes of 
the Defense Production Act and the orders. The change made in February of 
1951 was a return to, and not a change of, basic policy. I have no doubt that 
it had an adverse effect on those concerns who had obtained adjustments not 
in conformity with the standards. I want to emphasize that the Government's 
regulation of rubber has as its purposes the reduction of the consumption of 
natural rubber in the interest of national defense and a fair distribution of the 
reduced supply. We are now making increased additions to the national stock 
pile at the same time that military consumption is increasing. The administra 
tion of the rubber program is on an orderly basis, and the purposes of the 
Defense Production Act are being carried out. At the same time, the adverse 
effect on the industry has been minimized, since current consumption is at a 
ery high level by any standard. 

4. Question. Does the NPA feel that there is a difference between operations 
of allocations under the War Powers Act during World War II and operations 
under the Defense Production Act of 1950, especially in view of section 701 of 
the latter act? 

Answer. A distinction might be made between operations under the War 
Powers Act during World War II and the Defense Production Act of 1950 in 
that the latter provides the specific standard for distribution of materials on 
the basis of use under normal conditions. 

5. Question. Who instigated the issuance of the instructions of February 19 
to rubber consumers and were the original recommendations with respect to 
them oral or in writing? Were these instructions presented to an advisory 
committee after the fact and did they take the form of an amendment to out 
standing regulations? 
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Answer. Mr. Ireland, Mr. McCoy, and I directed the preparation of and later 
approved the instructions which were issued under date of February 2, and the 
committee has been furnished a copy of them. As I have stated earlier, they 
were not in the form of an amendment of any outstanding regulations of which 
I have knowledge. On the contrary, they implemented and carried out the 
purpose of the provisions of every rubber order that has been in effect since 
August of 1950. 

Question. What provision has been made, if any, to take care of adjust- 
ments required pursuant to the recently issued instructions? 

Answer. There is in the Rubber Industry Division a systematic procedure by 
which applications for adjustment are considered by a review committee after 
the basic analysis of each case has been made by analysts and specialists. The 
recommendation in each case is thus thoroughly reviewed, and the final decision 
reflects the application of the established criteria to the circumstances of the 
ease. In the event an applicant is not satisfied that the decision in his case 
conformed to the criteria, he should have the right of appeal, and so we are 
setting up within the National Production Authority a procedure whereby any 
applicant for adjustment who is dissatisfied with the ruling on his application 
may appeal to an Appeals Board, but this is not yet fully operative. 


I might add we have appointed two members of that Appeals Board. 
The problem 3 is in establishing their jurisdiction in a way that will 
permit them to operate satisfactorily. I will speak further on that 
later if the committee wishes me to. 


I think I should tell the committee, however, that the tightness of the rubber 
situation is such that we are, and must continue to be, conservative in our treat- 
ment of applications for adjustment. Cases involving undue individual hardship 
and essentiality to our economy are being taken care of, but rubber supply 
cannot be made available to support anything like the record level of consumption 
enjoyed by the industry in October of 1950, 

7. Question. Was the system changed without putting aside a substantial 
quantity of rubber for adjustments, especially in view of the obvious fact that 
the Big Four benefits unduly because of the record automobile production during 
the first 6 months of 19507? 

Answer. In the first place, the system was not changed. It is obvious, however, 
that we have not considered it proper to reserve a substantial quantity of rubber 
to take care of adjustments. We could not afford to do so, since if a substantial 
quantity of rubber were reserved for such a purpose it would have to come out 
of the already short supply available for established users. I do not agree that 
the Big Four has benefited under the operation of the base period rule, and I think 
that the members of my staff who follow me will show conclusively that the 
present administration of the order is fair, equitable, and without discrimination. 

8. Question. What companies are presently getting a higher proportion of the 
total amount of Government-produced synthetic rubber per month than they 
received during the average month during the fiscal year ending June 30, 1950? 
What is the policy in this regard and how and where did it originate? 


Again [ want to say with respect to this answer that this answer is 
one that I did not provide fully myself. 


Answer. Allocations of synthetic rubber now being made to rubber manu- 
facturers, particularly of the GR-S type, are determined by formulas which 
have the effect of balancing the distribution between natural and synthetic in 
the way that comes as close as possible to satisfying the needs of each company 
for making the products he wishes to schedule for production in accordance with 
product specifications established by the NPA for limiting use of natural rubber, 
and all within the over-all new rubber consumption permitted each company. 
The result is that varying amounts of synthetic rubber are used by different 
manufacturers, depending in considerable part upon the NPA specifications for 
products they wish to produce. If you feel these formulas need further expla- 
nation, this can be done in the detail you wish by members of the National 
Production Authority staff who are available to testify before this committee. 

The preparation of a detailed compilation showing the identity of companies 
getting a higher proportion of synthetic rubber than in the base period is a 
very considerable task, and our staff has not been able to prepare it. Under the 
circumstances, after the committee has had the opportunity to examine the 
formulas for GR-S allocations in more detail, it may wish to review whether it is 
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advisable to go ahead with the compilation. Since shifts in use of GR—-S and 
other synthetic rubber depends largely on the specifications established for 
rubber products in cooperation with the industry and its technicians, the amount 
of synthetic allocated to a particular company has no necessary close relation 
ship to its use in the base period. These specification controls have been nec¢ 
ary in the interest of a maximum utilization of synthetic rubber in order bes 
to meet stockpile requirements for natural rubber. 

9. Question. Did the across-the-board formulas for the distribution of Gover 
ment-produced synthetic rubbers result in substantial economic benetit to those 
who had been lars 
same proportions of Gi 





natural-rubber users, but who subsequently received the 
Sas the remainder? 


-~ 
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Mr. FLeiscHMann. Yes, sir. 

Mr. Suaver. Specifically, have you made any study as to what you 
intend to do with the 25-percent bonus following the April 5 curtail 
ment of automobile production ? 

Mr. FiueiscHManN. I do not consider it a 25-percent bonus. 

Mr. Suaver. Has anyone in the Rubber Division made such a study ? 

Mr. Furiscumann. I think Mr. McCoy and Mr. Spencer will be 
ible to answer that question better than I. I have a great many of 
these allocation programs, as you know, and I just do not know as 





to that. 

Mr. Suaver. It seems there has been a lot of production and allo 
cation without any record being made as to where the meetings were 
eld, whether someone reed Ol disagreed, in the present program. 

Mr. FierscumMann. Mr. Chairman, I think that is an entirely un 
just interpretation of how the division was operated up until the end 
oi tl IS year. 


nator Guuterrre. You do not mean up to the end of this vear. 


= 
Mr. FLetscuMaNnn. Last year. IT hope it will not prove to be true 


Lean 
Senator Gitterre. We hope vou referred to last year. 

; spin : 7 ‘ +: 

Mr. Suaver. As a lawver yourself, do you believe there are suth- 

ent intelh@ible standards under this tatute for you to make a 


termination as to what could be and could not be done under 


iOl (ec) ¢ 
Mr. FuviscumMann. You are speaking now just of TOL (c) as dis 
euished from the general allocation statute ¢ 
Mr. Suaver. That is correct 
Nii I Lert TT NEANN Yes. | would hot ky ow how to draw whi ideal 
te for this job, Mr. Shaver. J think this is a reasonably good 
irort at om | i 
Mr. Suaver. Do you feel 701 (c¢) drawn in broad terms so 1 
rovides flexibility 
Mr. FrueiscumMann. Yes. sir: I think it provides some flexibility. 
Mr. Suaver. Yet it is your contention that you can have no bas 
O » other tl a histor il Da 
FieiscuMann. No, Mr. Shave You ha edi hat sey 
ni md my <wer re ue. | k you mav use 
tiality itest. That is No. 1. No. 2. I think. we could adopt 
i ariations, a e have l«dothink it would be wrong 
yn the standpoint of policy, when Congress ha adopted a poliey, to 
take something e} vy different. That is my personal view about 
Mi PTLAVER, Y et. Ni Ile hmenn., we have here a broad policy 
lich has been adopted. with no apparent decision from the Legal 
Divisio ot Conmerce a to whether it can or thot be d me, 
Mr. Furisciimann. Well, T was in the Legal Department of Com 
erce at the time ania i bene hiv views on { ancl since the proposal 
Denys ivried out or embodied 1] the o ley it least seemect 
e to be sound, that was all there was to it. | was never asked for 
a ) . » whet! the thing’ you propa ed could be done. 
Ie. Su r. | that I) farrne the recommenda 
on itself should ask for an opinion on this. I think Mr. Hale would 
have been well qualified by experience to have rendered a written 
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Senator Giutterre. In connection with this discussion you are hay 
ing with the counsel here, you just stated that you would not know 
how to dratt an ideal provision or policy here. Yet you admit, and you 
stated this morning, that this is an elastic provision; it is not a 
strait-jacket. You Race one interpretation that you think might be 
wrong. Your interpretation might be wrong. 

Mr. FieiscuMann. Surely. I know that to be true. 

Senator Gitterre. Therefore, the language is of a position that 
leaves it wide open for the use of discretion. 

Your conclusion then is that you have a right to interpret it without 
a legal opinion if you do not agree with the construction ¢ 


Mr. FLEISCHMANN. I did not mean to convey any such idea, Mi 
Chairman. I do not beheve that statute is wide open and I do not 
believe I ha ever used that language 

I think Congress had something in mind when it wrote that into 
the standard. It evidently tried to cut down, during World War I] 
I say we may use reasonable discretion in interpreting that langu 
age, but we cannot, from my view of it L policy of an administrat: 
substitute wholly different criteria. eeaneatie I think IL would 
ubject to the greatest poss} ible « riticism it | flouted the opinion of t | 
Coneress. 


| have given this my best judgment. Ihave given it my best opinion 


as a lawver, which is what L was at the time, and IL assure vou that is 


my sincere Judgment, right or wrong. 

Senator Gintetrre. That brines us right back to a statement I tried 
tO make, that n your opinion this is not a clear-cut policy laid clow 
by the ( ‘ongeress ! that under t there s the Opporcunity for the use of 
discretion in drafting th 5 alent 

Phen in that in terpretation, _ on ny question that arises is whether 


there has been an abuse of t that t clis nes sane: 

Mr. FietscnMann. I think the qu 1 is answered, ves, sir. As te 
whether we have abused our disereti mary power: for example, the act 
does not specifically provide that vou can make adjustment in the base 
period fora i whic h ees the plat i 

| suppose any ible pel on would concede that vou could hot 
= ster a proy isin like that unless you did make such adjustment 

Th: ind of : lyustment, we felt the act was broad enough to make 
\W o dic ol ka at | berty. and | do not now, to substitute a basis for 
the amount received during the base period, quite a different POLley 


which apparentiy Mr. Shaver feels would be more equitable and pet 


haps it would: namely, to substitute the number of shifts and the 


ber of emplovees, or the capa ity of the nl init. 
Senator Giiuetre. | am interested in questioning someone on thi 
matter of svnthetic and natural rubber, but L think it is a complicated 


problem and one which we must have very clear. 
\Ir. Friis HIMANN, Mr. Chairman. we Carnie Wp prepared tO OLVe 
you any information we have in our records. We have the staff here 


and we are under obligation to make as complete a statement as we 
know how to make and the records are oper . 

Senator Giruterre. I am sure that the attitude of those in the ex 
ecutive department, and only by assuming that attitude, which we 


try to assume in the legislative level, can we reach a goal and a con 


elusion that is for the hest interests of the country. 
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the subcommittee appreciate that attitude. We will try not 
to be unreasonable, but we want to develop the record as clearly and 
iS con pletely as we Can 
\Lre there any further questions / 
We thank VO Mi Kleischa anti. 
xt v : Mr. H. B. MeCoy, Assistant Administrator, Na- 
Production Authority 
Mr. FreiscHmann. Mr. Chairman, mav I be excused for the time 
Ly ltor back at the mittee’s wish 
Sena GittetTrr. We will be very ul to excuse vou and we will 
( h with vou 
\I iy SCHIM NN. tha \ vel ‘ 
or GI m1 Mir. MeCe i \ L to eX e me and 


IcCoy. Mr. Cha I ' bia Bice yee 
] isl rt) 

TEMENT OF H. B. McCOY, ASSISTANT ADMINISTRATOR 
NATIONAL PRODI N ADMINISTRATION 


Met \ Bb. Me Assistant Adm trator, 
\ I arg | i ry opera- 
Py ) ‘ e> | ( NPA | Jepartment of Com 

! i 1) () ( i L © } ree ma ts 

ie or, e | ee of D ‘ that Mepartment. 

\I i (i el lof t ( \ ti 
| ) \ch t ( ! 1 I } ) yt ent Oy 
( iy é ~ I t ¢ } 

{ \j resiry ’ [ Of YO { o) 
ded the adn ( he ee ! trols 
eT. Te] iit ( R ! ’ ) LO4S, 
| Vian iT to Sey j here { part of the 
er ies i 0) y tl t le] ral d 

\ e Pre t ) ser ry ot Com ree 

Dur oF the period J I rie ( eit el | I l ' mibx r of } 
af] t¢ a eet y { n | ide il Rubber Committee 

h met from 1 e to time to. vy the rubbe if Qne ot 

e auties Of t! Ss group und hairma ship of Mr. Robert Turner 

) on the statf of th ] Xx \ Othee of t! Pr le it. Was to 
pre) port on rubber les lation to be submitted by the President 
o the ( ’ requires Vv the Rubber \ { The Rubbi r Act of 
4S ex] 1" n June 30, 1950 \fter legislation was enacted in June 

| terdepartmental group gave attention to the proble n of 

ed ¢ natural-rubber cons mption in this country, which had been 

reasing, order that a stockpiling program could go forward in 
recordan th the objective established. 

1] toc! ( hiective iad been « stabh hed hy the Munitions 
oard and the National Security Resources Board. The interagency 
group al oO gave CO deration to the reactivation of the Government- 
owned s) tic hhey plants. By late July it was evident. due to 
the tremendous rease In the consumption of new rubber, some 
meas would have to | ken to restrict the use of natural rubber 








and to further increase the production of svnthetie rubber if sto 
piling of natural rubber were to proceed as planned. 
Under the chairmanship of a representative of Dr. Steelman’s ofhice 


the interageneyv group was engaged in the preparation of a report ¢ 


and recommendations for a program of curtailment of the consum) 
tion of natural rubber. Such a program would require that a lim 
tion be placed on the total consumption of new rubber 1 
} endat the ragency @ } } 
| nereased to the maximum exte1 O vi ! { ( 
ilities and tl] pply of feed sto that the t 
n of rubber be placed at 90.000 long tons per mont 
{ul th ont ot Septem Octob Nove el ! 1) ( 
of 1950 Ih ypro m \ i alson e 4 il) 1 { 
f bi bbe irougl pi tec n ro { 
y | ‘ 1 t) It Ww hy ( ) ( ? ' } 1 ? } 
) ) | | y } t rhe } yvyre) ‘ 
hi 1 cil rthe 41 He} 
l port ( } I | ) “Of 
{ ( il te VNSRB oO 
1} “Hl ‘ ] cd ‘ i t }? y | 
\ it] nen | act t ot ik l Tra ro | ( 
’ 
V col { QO] yith the rm ( { | 1S 4 
aly ot unmindt of the pro le] nite it 
f llection t il hort] fter the IKK od t | rub! ha 
fry ia} a ’ we) i] wey | ( ) ) 
arf on r j ] which + tr led 
( vernment I re It ( ) i re } | Vu y 
the same time the teravencyv Group \ 1) no PeDoOT 
1} invited representatives of ft! ~ (itis nN) ) ' ( 
I 
the bber problem. It is found that. bot] lustry 
nev group were te near toget ! the 
TH) olut 0 t¢ ie 7 ob] ! paTtiC riv to I hiontTo oT co 
trol ( rest! ;, 7 ruooer Ce hihi Oy) ( } ’ OT 
I 
i! 
Since the Department of Commerce was adi r 
l ot the | ! \ | Vis deleea qd ) PLOW I 
ler t] Rubber Act of earrving out th eductiol hn ft ( 
new rubber, \t the same time, the rubber 1 STr'\ 


th the mnnteragency evroup., had developed a propos i] Ol 
This committee, on invitation, delivered its proposals to the int 


l 


gvreney croup for consideration, which proposals vere, in effect. alm 

ntical with a proposed draft developed in the Department of 
Commerce. 

I have here a copy of the proposal, which I would like to turn over 

» the committee. The principal feature of the industry proposal was 


1 


it the limitation on consumption by individual firms be re onlated 


by a percentage en a base period which the industry recommended be 
tha 1? nonths ended June 30. L950. This was the th) t < reestion, CO 


far as I reeall, on the part of anyone, inside of Government or out. 
that any particular period of any particular duration be used as a 


use period, 
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The second group of questions in the chairman’s letter to Mr. 
Fleischmann, dated March 14, 1951, has to do with the method of 
allocation of rubber now in effect. Several questions are devoted to 
the base period and the significance of the base period. From an 
historical standpoint the base period now in use was first suggested 
by the industry as I have indicated, and I have already given you 
the names of the members of the committee that suggested this base 
veriod. 

This, I think, answers questions 5, 7, and 8 insofar as they refer to 
the industry committee which, up until the middle of August 1950, 
had worked with the interagency group. 

Besides the base period, another recommendation of this group 
was that each rubber consumer be permitted to consume four-twelfths 
of his base period consumption during the September-December 
period of 1950. It was the opinion of the interagency group that 
total rubber consumption during the 4 months’ period should be at 
95 percent of four-twelfths of the base period for each consumer. 
On the basis of the 95-percent limitation, consumption during the 
last 4 months of 1950 would have been something under 90,000 tons 
of new rubber per month. The industry proposal of the 100-percent 
limitation would have permitted the consumption of almost exactly 
90,000 tons of new rubber per month during the balance of 1950. 

The staff of the Department of Commerce prepared a draft, as an 
amendment to the then existing regulations under the Rubber Act, 
incorporating the base period as the 12 months ending June 30, 1950, 
and the 95-percent limitation on consumption of new rubber for the 
base period during the last 4 months of 1950, We recognized that 
adjustments would have to be made in certain instances to take care 
of new business, abnormalities in the base period, and in certain in- 
stances because of essentiality and end products. Appropriate provi- 
sions for such adjustments were inc orpori ated into the draft order. 

The regular Industry Advisory Committee of the Department was 
invited and met with Department officials on August 18. Secretary 
Sawver has already furnished your committee with a list of the 
members of this Industry Advisory Committee. T served as chairman 
of th s meeting as ( rovernment presiding officer. The dra ft order was 
presented to the committee for comments and recommendations. The 
order was read section by section and e Xp ained. 

When we reached the section which established the base period as 
the 12 menths ending June 30, 1950, some question was raised as to its 
soundness. I pointed out that the period had been originally sug- 
gested by an industry committee. T also pointed out that we had 
eonsidered a shorter period but had finally become convinced that a 
12 months’ period would be more equitable as it would tend to cancel 
out seasonal variation S. some discussion Wa had with regard to 
inequities which were said to exist as to portions of the industry if we 
included the last 6 months of 1949. To the best of my recollection, 
there was no serious voeal objection to the use of this base period 
expresse «l by any member of the industry committee. Some did state 
that it would be necessary for them to apply for adjustments because 
of particular abnormalities applicable to them. T stated that the 
Department was voll ie To he very conserv: itive in the allowances of 
adjustments inasmuch as it was essential that the consumption of 
new rubber be held to the 90.000 tons per month. 
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The most controversial provision in the draft order related to the 
95-pereent limitation on the base-period consumption. There wa 
considerable opposition to this percentace and as a mutter of fact | 
recall that this opposition wil generally unanimous. The prin Ipal 
justification for opposition was tl | | 


1 


iat the ndustry reconunenadatior 
O0-percent limitations on the base period would achieve the 90,000 
ton-per month consumption coal, 

Many members of the committee felt that the 95-pereent limitation 
could considerably re duce the operat io is of SOT compat les below th 
then current operating level and cause some unemployme Ue I ex 
plained to the committee that we felt that the 95-percent limitation 
was more desirable since it would hold total new rubber consumpt oO! 
somewhat below the 90,000 tons and provide some leeway for unt 
seen circumstances, including adjustments. — hh makine its recom 
mendations on this section of the draft order, the members of thi 
committee almost unann ously supported 

Members of the committee raised a number of Cite <tions reg o 
the adjustments provisions of the draft order. I expla ned that these 
provisions were incorporated in order that inequities, hardships, and 


the 100 percent limitation 


(Arad c¥ 


abnormalities in the base period of any parti ular company could be 
adjusted as circumstances warranted in accordance with our usual 
policies which have been long established. | remember that some 
specific questions were asked with regard to adjustments for various 
causes, but I informed the committee that we could not prejudge any 
such issues ina general way. 

In accordance with the provision of the order any company which 
felt that it was entitled to an adjustment should apply in the usual 
way for relief. I emphasized again that due to the necessity of re 
stricting total new-rubber consumption that we would be very con 
servative in making adjustments for consumption in excess of the base 
period, 

I recommended to the secretary ot Commerce that the order be 
issued incorporating the base period as the 12 months ending June 
30. 1950, and the 95 percent limitation on the base period consumption. 
\lmost immediately subsequent to the Industry Advisory Committe 
meeting a small subcommittee of the Industry Advisory Committee 


nurge on he nati 


called on me and on the Secretary of Commerce to agal 
if the Industry that the LOO pe reent limitati oO) the base pel ocd br 
Incorporated in the order, This small subcommittee was quite em 


phatie that. the 95-percent limitation was not necessary and undesn 


} 
| 


able from several points of view, including the matter of unemploy 
ment, 

This committee again emphasized the very high demand for auto 
mobile tires and rubber products. In order to afford the industry 
representatives a& maximum Opporcvunity to vel their views before 
other agencies of the Government concerned, I made appointments for 
them to see the Chairman of the Munitions Board and the ¢ hairman of 
the National Security Resources Board. 

The Chairman of the Munitions Board and the Chairman of NSRB 
both were in telephone communication with the secretary of Com 
merce and an agreement was reached to place the percentage limita 
tion at 100 percent of the base period. Immediately thereafter, the 
order was issued Incorporating the base period I have referred to and 


1 


the 100 limitation on the base period. The committee already has a 
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copy of this order. I would like to leave with the committee a copy of 
the press release issued by the Rubber Manufacturers Association 
when this order was promulgated. The administration of the order 
was placed in the hands of the Rubber Division which had aces ad- 
ministering previous orders. Shortly thereafter, the personnel and 
functions of the Office of Industry and Commerce, which included the 
Rubber Division, was transferred by the Secretary of Commerce to 
the NPA, the newly created organization in the Department of Com- 
merce pursuant to the Defense Production Act of 1950. 

I was designated as Assistant Administrator for Industry Opera- 

tions of NPA with jurisdiction over a number of divisions, including 
the Rubber Division. In the process ot organizing the indust ry oper- 
ations, I was unable to give close attention to the administration of the 
rubber order which was soon incorporated as Order M-2 under the 
NPA series of orders. - early October, Mr. Glen Ireland of Cali- 
fornia reported for duty as an Assistant to the Administrator. Since 
M-2, the rubber order, was our first order controlling the consumption 
of materials, the Administrator suggested that Mr. Ireland acquaint 
himself with the operations and administration of this order. Shortly 
thereafter, Mr. Ireland advised me that the consumption of rubber in 
September and the probable consumption in October would be ma- 
rially in excess of the 90,000 tons that had been our target at the time 
ie order was adopted. 
We inquired into the situation and learned that excessive rubber 
was being consumed as the result of allowance adjustments far in 
excess of anything theretofore contemplated. Mr. Ireland and I 
took immediate ste ps to re “luce the cor sumption of rubber beginning 
with the month of November. Mr. Ireland and I then agreed to put 
Mr. Sterling McMillan, an economist on my staff, into the Rubber 
Division to make a study of the adjustments that had been made 
and the reasons therefor. Mr. McMillan reported to me that some 
00 applications for adjustment had been received for approxi- 
mately 600 of the 800 consumers of rubber in the industry. He re- 
ported that the total consumption per mouth, after giving effect to 
the adjustments allowed, amounted to some 137 percent of the base 
period. Practically no natural rubber was available for stockpiling 
and the rate of consumption was the highest in the history of the 
rubber industry. 

I directed Mr. MeMillan and Mr. Spencer, then the head of the 
Rubber Division, to prepare a set of standards for adjustment in 
consonance with the provisions of the order. This they did and on 
February 2, 1950, the proposed standards were approved. The com- 
mittee has been furnished with a copy of these standards together 
with a copy of the letter of February 20, 1950, which transmitted them 
tothe members of the in Coieel y. 

Mr. MeMillan was then directed to establish a group of analysts in 
the Rubber Division whose function was to recheck the bases for each 
adjustment theretofore made in the light of the standards in the 
order, and in his memorandum of February 2 this was done and 
the consumption permitted by the industry was thus cut back to 
approximately the figure originally contemplated. This meant that 
approximately 600 members of the industry, large and small, were 
required to cut their current consumption. The average increase 
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NATIONAL Security Porttcy CoMMITrTE! 


F. D. Hendrickson, president, American Hard Rubber Co., New York, N. Y. 
H. S. Royce, purchasing agent, Boston Woven Hose & Rubber Co., Boston, Mass. 
O. G. Vinnedge, vice president, Dryden Rubber Division of Sheller Manufac- 
turing Corp., Chicago, Il. 
{ W. Yelm, v ce president, Ga es Rubber Co... Denver, Colo 
John L. Collyer, chairman and president, B. F. Goodrich Co., Akron, Ohio 
» W. Litchfield, chairman, Goodyear Tire & Rubber Co., Akron, Ohio 


R. G. Landers, president, Landers Corp., Toledo, Ohio 


i 
' 


I 
F. Thatcher Lane, president, Seamless Rubber Co., New Haven, Conn 
E. Morss, president, Simplex Wire & Cable Co., Canibridge, Mass 











\. R. Nellen, vice president, Lee Tire & Rubber Co., Conshohocken, Pa 
president, Armstrong Rubber Co., West Haven, Conn. 
inder, president, Dayton Rubber Co., Dayton, Ohio 
restone, Jr hairman, Firestone Tire & Rubber Co., Akron, Ohio 
O'Neil, president, General Tire & Rubber Co., Akron, Ohio 
pre sident, Goodvear Footwear Corp., Providence, R. I 
Thomas Robins. Jr.. president Hewitt-Robins, Ine., New York, N. ¥ 
if. EK. Smith, vice president, Raybestos-Manhattan Ine., Passaic, N. J 
H. P. Schrank, vice president, Seiberling Rubber Co.. Barberton, Ohio 
G. M. Tisdale, vice president, U. S. Rubber Co., New York, N. 
7 Viles, president, Rubber Manufacturers ssocintion, Wash Dp. Cc. 
W. J. Sears, vice president, Rubber Manufacturers Association, Washington, 
1). ¢ 
NEWS RELEASE OF RUBBER MANUFACTURERS ASSOCIATION 
WaSHINGTON, August 25.—The action of the Government in limiting the use 


of new rubber to a rate equal to that of the year ending June 30, 1950, is in the 


opinion of the industry a wise one under today’s conditions. 


Industry spokesmen pointed out that the order does two important things. 
First, I provides rubber for the civilian economy at the rate of better than 
the average consumption in 1949. Second, it directs the full impact of the 





cut-back to a reduction in the use of imported natural rubber, while providing 


stimulus for increased American production of synthetic rubber. The use 
f synthetic rubber will be increased above present rates, while the use of nat 
iral rubber will be decreased some 35 percent from present rates 


ibber Manufacturers Association, commented 


the order is the result of long and careful cooperation between the in- 


A. L. Viles, president of the Ri 


trv and Government agencies 


Record levels of output in the automobile, truck, farm tractor, and other 
nes of business dependent for some of their ec pon t parts upon the rubber 
nanuftacturing industry, coupled with high consumer incomes and spending, have 
esulted during the first half of 1950 in record deimand for rubber products. Since 


he outbreak of war in Korea on June 25, these demands have been greatly accen 
lated by “scare” buying of all types of vehicles, electrical appliances, ete., that 


ise rubber parts, as well as by direct abnormal consumer buying of automobile 


To meet such demands, average consumption of new rubber by United States 
manufacturers has exceeded a monthly average of 110,000 long tons for the 
months of May, June, and July, levels never before attained. Only the non 
availability of materials and plant capacity limitations have prevented even 
these record figures from being exceeded 

Our country’s rubber supply is insufficient to maintain such operating levels. 
World production of natural rubber has increased from 1,415,000 long tons in 1940 
to an estimated level of 1,650,009 long tons in 1950. None of this increase has 
come to the United States. Imports of crude rubber into the United States totaled 
$12,000 long tons in 1940 against an estimated import of 720,000 long tons in 
1050 (World production and United States import estimates for 1950 have 


recently been increased to reflect production stimulated by the current tight 
market in natural rubber.) Thus all and more of the increase of world natural 
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rubber output over the 1940 level is going to other nations, including 


nations, to support much higher manufacturing levels there and to buil 


own strategk stockpiles. 
Government synthetic-rubber production, plus the limited private sy 


output permitted by Government, is unfortunately not yet enough to fill tl 


between current new-rubber demand and available natural-rubber suppl) 


the urging of industry, steps have recently been taken to reactivate cel 
the Government-owned synthetic-rubber facilities, but only nominal aid 
rubber-supply position in 1950 will result from this action, and that me 
the end of the year 

The effect of these factors has been to create an intolerable situation at 


nthe 


eritical time from the national-security standpoint. Crude rubber is unavailable 





to maintain existing levels of output, or to add to our national strategic stock 
pile. Urgent military orders for tires and other essential rubber products 
shortly to be placed, adding greatly to an already badly strained situatiol 

Many component materials required in the manufacture of rubber prod 
ire a in a critical supply position As in the case of rubber, the demand 
certain of these has thus far been met only through depleting stocks in the ha 
ot producers, dealers, and the rubber-products manufacturers Future usage w 
thereby be possible only to the extent of then current output which, in certai 
ises, Can only support lower levels of new rubber consumption 

\ case in point is that of textiles, primarily tire rayon and cotton The sup} 
of such rayon has been short of even normal peacetime industry requirements i 
‘ equence the greatly increased demands of 1950 could be met only by us 
cotton cord and fabrics, supplies of which are inadequate to meet the nee¢ 


Other materials, such as carbon black, zine oxide, Copper parts, titanium ¢ 
and certain necessary oils, are either in short supply or will be as the wa 
steps up 

It is clear then that our national interest, from the standpoints of cor 
essential materials, accelerating output for war needs, and furthering st 
stockpile accumulation, requires immediate cooperative action by Gover! 
industry 


GOVERN MENTAI ACTION SUGGESTED 


Phe Rubber Act of 1948, as amended and extended in 1950, empowers the 
dent, through the Department of Commerce, to exercise certain types of 
over rubber which are adequate to deal with the immediate emergency 
suggested that the following program, which has broad support in the 

winufacturing industry, be instituted immediately This program ha 
formulated by the national security policy committee of the rubber-mat 


industry, composed of 19 independent companies, all of which are m 


lioxide, 


r ellor 


Pres 


control 


rubber 


s bee] 


ufactur 


ember 


of the Department of Commerce and Munitions Board advisory committees 


1. Utilize as a method of limiting total new rubber usage (natural ] 


synthetics) the setting of a ceiling on euch user’s consumption of total new 


rhis will most nearly approach uniformity of treatment of all users 
2. Establish as a base period the 12 months beginning July 1, 1949, and 
June 30, 1950. This should average out seasonal differences between use 


Set as a consumption ceiling for each user 100 percent of his average 1 


base-period usage This will reduce consumption to a level of approx 
HO.000 long tons a month 
$f. In the period from Septembe 1. 1950, to December 31, 1950. each ce 


new rubber shall be permitted to use an amount of new rubber equal 
twelfths of the amount of new rubber which he used in the base per od, 
(a) To the extent that August 1950 total new-rubber consw ption « 


120 percent of each user’s average monthly total new-rubber cons 


during the base period, su h excess shall be deducted from the final 4 n 


Ulowable new-rubber Consumption : or 


(b) To the extent that August 1250 consumption is less than 120 
each user’s average monthly consumption d g ( per 
deficiency shall be added to the final 4 mot wable 1 
consumption 
I 1 1 I howevel ad ne the }¥ trol - ¢ ‘ LO50 
ember 381. 1950. sha i consumer of new ubber use n i 28 
f his total allowable consu ptic t he t-rnonth | ad 
I will yy t fle ibilitv is do nward cliustme . 1 
will insure ag st the building of excessive in-p ver 
he effective d e of controls 
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5. Permit consumption of natural rubber by each user only to the extent of 
the difference between his total allowable new-rubber use as outlined in (4) 
above and the total of (a) the GR-S and butyl allocated to him under current 
Government procedures, plus (0) synthetics from other sources consumed by 
him. This will insure that the total conservation will be reflected in critical 
natural rubber. 

6. For the period of this control, permit usage of new rubber in excess of that 
allowed under the base-period formula to the extent required by Government 
specifications for the filling of direct or indirect military orders. This will insure 
tive bidding and prompt production and delivery of products for military use. 
7. Permit users to appeal and obtain equitable adjustments to offset hardships 
resulting from such things as strikes, work stoppages, unduly depressed industry 
levels, and special military, industrial, and civilian-requirements problems. 

fhe limitation program outlined above permits quick and effective action. 
It conserves rubber by reducing total new-rubber usage 20,000 tons a month 
from current rates, or 18.2 percent. It forces the total conservation to be 
reflected in natural rubber, with natural-rubber consumption reduced 56.5 per- 
cent below recent levels and 30.8 pereent below estimated available United 
States natural-rubber supplies during the final 4 months of 1950. It will thereby 
permit additions to manufacturers and Government natural-rubber stocks of an 
estimated 70,000 long tons or more by the end of this year. 

While accomplishing such conservation, the program will permit the con 
tinuance of high levels of operations—total new-rubber consumption at the rate 
of 1,100,000 long tons a year—in rubber-products manufacturing plants and in 
the industries dependent on rubber for component parts It vould Jead to no 
unemployment in rubber-products plants, where operations would be reduced by 
curtailing overtime work, including Sundays, nor in other industries since 
‘ juitab e distribution of produc ts will be made bv rubber manufacturers 

The principal section of the rubber-products field that has been subject to 


( 


significant “scare” buying is the replacement-tire field. The suggested neriod 
of rubber limitation coincides with the sharp seasonal downswing in replacement- 
tire sales and, too, there is recent evidence of a slackening of “scare” buying. 


‘These two factors should prevent inflationary consumer price situations from 
developing. 

Further advantages are that the suggested program insures prompt handling 
of military orders, while giving all rubber-product manufacturers equal oppor 
tunity to bid for such orders. It maintains equitable relationships between the 
over-all production levels of rubber users while keeping industry output within 
the supply limits of component materials, thereby avoiding inflationary price 
trends in such components. To the extent that the limitation program might 
result in lower natural-rubber prices, it stretches the Government's fixed dollar 
ppropriations for the strategie stockpiling program and saves taxypayers’ money 

rhe major disadvantage of the proposed program grows out of a major advan 
tage: it is an expedient designed for quick and effective action but cannot operate 
suecessfully for more than a few months. The main reason for this is that it 
permits each manufacturer such flexibility in the selection of matural- and syn 
thetic-product specifications that competitive differences would shortly exist to 
ee as might encourage evasion of the control order, Other and more 


such a deg 


ve longer-term measures must be devised for possible institution before 


iration of the 4-month period of the suggested 





C. OTHER ESSENTIAL ACTIONS 


1. The R-—-1 order, coupled with a rubber-allocation system reflecting R-1 
product specifications, is the most effective control system vet devised for rubber 
It is understood, favored both in industry and Government 
Studies are under way in industry and Government circles to suggest R-1 con 
trols, should they prove necessary, best suited to the accomplishment of national 
security objectives with equity to and between the several produet divisions of 
the rubber industry The institution of R-1 controls on major segments of the 
industry, such as tires, belting, hose, footwear, ete., need not be delayed until 
all segments of the industry have been studied, but could he instituted as needed 
2. The proper agency of Government will undoubtedly want to give early con 
sideration to certain limitations which were found desirable during World War 


bution of product. Such things as simplification of lines 


respet ted, and 


Il to promote best dist1 





¢ 


elimination of specialties such as white side walls and specialty tubes. The 
elimination of spare tires on new vehicles, ete., might be considered 
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» 


3. A special phase of the natural-rubber problem is that of natural latex 
of which are relatively low. The Munitions Board has requested the indus 
to formulate a program which will result in rebuilding inventories to a 
security level. A recommendation will be forthcoming without delay 

4. To permit adequate levels of rubber-products output as quickly as possib 
to protect our rubber supply in case of Communist disruption or aggressic 


the Far East and to permit building of adequate sy het c-rubber 
all synthetic-rubber copolymer plants and the necessary raw-materials-Supply 
iits Should be rehabilitated and placed in active stand-by, ready for 
production in case of need This deeision should 1 d no long 
5b. AS soon as synthetic-rubber supplies pe t, probably 1951. Gove 
should begin as rapid accumulation as possible of a strategic stockp f GR-S 
for use in an emergency in which natural-rubber supplies mig be it « . 
GR-S could relieve the necessity of attaining such a high level of « ‘ 
stockpiling, and could save large lms of money based ¢ present or prospective 
natural rubber prices | pears that operatior f | copolyme 1) 
be necessary to a mmplish such ckpiling wit! bie } 
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re complaints that 
who have not had any rub 


from some 
heen forced to shut dow) 
. 1 1 


y. Is it not true that the complaints are of the general 


it they are unable to get all the rubber they would like 
est against the percentage or the allowances under their 

adjustments / 
No, some were unable to get any rubber. Some have 


ieir plants because they could not get rubber to keep their 
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Mr. MeCoy. Senator, I would like you to bring to our attention any 
drs ber consumer who has heretofore been a purchaser who has been 
unable to get any synthetic rubber or natural rubber. 

‘ena Tuyr. I hope, Mr. McCoy, that you can remain because if 1 
am not too badly mistaken there are those who have been engaged in 
processing or fabricating that rubber who will be here to testify 
exactly contrary to your statement- that they have not been able to 
get it. 

What about natural rubber? 

Mr. McCoy. Up until the time that the Government had taken over 
the purchase of natural rubber as the exclusive buyer, users of natural 
rubber, of course, had to buy it in the open market. ‘There may have 
been some difficulty experienced by some firms in securing the amount 
of natural rubber that they could use under the order. 

Senator Turn. Did you or the Department of Commerce concern 
yourse Ives with determining whether the smal] buyer was able to find 
the rubber or had the rubber by some manner or other come in 
the contract to some of the larger manufacturers 

Mr. McCoy. It has been a general policy of the National Production 
Authority to aid any business which finds it is unable to secu 
materials, 


wWwndadel 


e 


Senator Tye. Just how did your Department staff itself to keep 
an eve on and know what was happening to the trade across the Nation 
to make certain one concern was not gett ing more than its share at the 
expense of many other smaller operatorsé Did you concern yourself 
with it? 

Mr. McCoy. We certainly did, Senator. We had a small rubber 
staff to start with in the summer of 1950, After the order was put 


out on August 25, of course, we had to increase our staff because for t 
first time in some time we were in the process ot restricting or con 
trolling the use of rubber. 

I think as a general rule we can maintain that any consumer in this 
country that has unusual difficulties in finding materials which may 
be as a result of our orders or action, can appeal to us for some help. 

Senator Torr. How long does it take to adjudicate such an appeal 

Mr. McCoy. Our record is not very good at the outset because, as 
[ indicated in the statement here, a large number of appeals came in a 
a result of the order and with a small staff it took much longer, I 
would say, than it should have if we had been properly staffed. 

Senator Tuyr. Are you in full accord with the stockpile policy / 

Mr. McCoy. Absolutely. 

Senator Tuyr. There is no question about it ? 

Mr. McCoy. We never had any reservation at all about the necessity 
for putting natural rubber in t he stoc kpile as rapidly as we could. 

Senator Tuyr. And you feel that the amount that is going into thi 
stockpile is a reasonable amount and there would be no question about 
any ceeewentet of « opinion between at Ly of the agencies? 

Mir. McCoy. The amount of natural rubber that has been going into 
stockpile, in my opinion, is a very reasonable one, and an amount that 
is absolutely required in the interest of our national security, 

It is true tm at any stockpiling that takes place during a period such 
as we have had in the Inst few months, as Mr. F leis hmann indicated, 
restricts the amount of material that can be fabricated. It goes into 
our reserve and is not utilized in industry. 
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To that extent, employment is not hampered by not having materials 
available. 

I do not believe that is serious in connection with rubber. 

Senator Tryr. You do not believe stockpiling has hindered proc 
essors from getting the rubber 7 

Mr. McCoy. Asa matter of fact, Senator, the consumption of total 
new rubber today is about equal to the highest level of the industry. 
wo lv because in the last few months we have very substantially in 
creased our output of synthetic rubber. 

3 ene l say that the rubber industry, by and large, is much bette: 
off as an industry, insofar as raw materials go, than many others. 

Slaahad Seete. What pe reentage of the industry is better off / You 
are speaking over all. You are not taking the specific parts; are 
you! 

Mr. McCoy. I was speaking about the industry as a whole. It Is 
better off than some other industries whose raw materials have been 
much more curtailed than rubber. 

Senator Ture. I think perhaps the concern of the committee here 
is that we got the information that the industry generally is better ofl 
because of the rubber that has been placed back into the hands of the 
fabricator, but generally and specifically there seems to be a great 
amount of hardship upon the part of certain processors because they 
are unable to secure the raw material. 

What steps can be taken by the Congress to make absolutely cer- 
tain that scaeets of that raw material are guarded to such an extent 
that no amount of raw material is being exported at the expense of the 
proc essor, as well asthe pure hase Tr. ot rub ber goods ¢ 

Mr. McCoy. The committee will be furnished with the export sta 
tistics on rubber and rubber products. 

I might say, though, that in general we have a very strict control of 
exports that pertain to any critical or strategic material or product 
made from it. 

Senator Tryr. Has that been true throughout the entire year, o1 
has that been brought about recently ‘ 

Mr. McCoy. am unable to tell you offhand the mechanics of the 
export control as applied to rubber and rubber products. I have an 
impression, ean ver, that we did not have limitations, quantity limi 
tations, on exports last vear, other than security measures. 

Senator Lone (presiding). Mr. Shaver. 

Mr. SuHaver. You said awhile ago that you thought you were satis 
fying the industry asa result of this allocation by base period. I would 
like for you to enlarge upon that. Do you mean in your opinion that 
the small rubber companies in this country are satisfied with this base 
pe riod / 

Mr. McCoy. Mr. Shaver, we have never set up a base period for any 
of our orde re in which there has been complete satisfaction to every 
member of the industry, but vou will recall that I stated here that the 
industry first suggested this base period, 

Mr. Suaver. Lam going to get into that a little later, Mr. McCoy. 

What I want to find out is what percentage of the small rubber 
companies have acreed with this base period it must have been 
taken into consideration when vou state they are satisfied. As far 
as the mail which I have is concerned, numbering some 700 or S00 


letters. they rt ally are not satished. 
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Mr. McCoy. It mav be true that there are those anone the smaller 
processors who felt last vear that that base period was satisfac tory 
have a different opinion of it now, but it was my impression irom 


] 1] 


their representation on both the indust ry’s wh committee, as well 


as our industry advisory committee, that there was general agreement 


wits a satisfactory base pel iod, 
S » Mv impress ‘the industrv advisor 
HAVER. My unpression of the industry adviso ‘) 
it was to the effect that unless and until you were will 
1 a liberal basis, they could not approve ‘tl 


} 
} 


? 
Is that correct / Is it true that you have no minutes of 


Troup agTre 


‘ 
1 
i 


»~) 


oO 1e 20 mont 


these meeting's ¢ 

Mr. McCoy. I spoke about two different kinds of meetings. ‘The 
first was with a self-constituted group from the industry which met 
with us informally as an interagency committee. Then later our con 
ultation with our regular, established industry advisory committee. 

We did hol have a detailed record ot the proceedings at that mnedus 

waVISOry committee meeting mn August, and it was poor stafl 

Our part that we do not have now a cetailed record of that. It 
should have been made. 

Mr. Suaver. In spite of the fact that we know how far-reach 
this decision was, there is no record or minutes you Can vive is 
who agreed and who disagreed 4 

Mr. McCoy. I may say that as a general rule an industry advisory 
committee is an advisory committee to us. We do not take votes from 
the committee. 

In this adv Isory committee meeting which I referred to, there was 
i discussion of the base period. There was a discussion of taking a 
ionger or a shorter or a different period, I do not recall that there 
Was any real opposition when we finally reached a conclusion that the 
121 
that those who had abnormalities in their operations during that pe 
riod would have a right to appeal for adjustment, and that was well 
understood at the conference that they would have the right t to ap peal. 

Mr. Suaver. That is right, but they have no machinery to get ad 

The right of appeal is inherent under the act. What good 
do to come in and sit down and talk to you if there is no poss! 
itv for rehef ¢ 

Mr. McCoy. There is a possibility for relief if they appeal 

of some hardship which we could make an adjustment on. 

Suaver. | spoke to the Secretary this morning. There was a 
mall company in Texas that got 157 pounds. They were reduced 
from some 20,000 pounds. They stendddind ot got 45 pounds. 

Mr. McCoy. We would lke to have the name of that companys but 
may IT remark in that case that we have a minimum exemption in our 
order of 25,000 pounds ¢ If that company was consuming — small 
qui intities, they woul | not have found it hecessary to appea land would 
not have been affected by the order. 

Mr. Suraver. W hy did you or Mr. Fleischmann si 
ing 45 pounds? 

Mr. McCoy. I do not know. 

Mr. Suaver. Is it not strange that each one of these small rubber 
colmMpanhtles has to come in to you on an appeal basis, on a petition, has 
to come to Washington, spend 4 or 5 days trying to run the gamut 


mths ending June 30 would be a fair period, providing, of course, 


rn the order grant 
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down there trying to get a few extra pounds when an over-all policy 
could be adopted? And that is what we are trying to do here, whereby 
they would know how much rubber they were going to get and how 
much they would be allotted 

Why can we not formulate the policy on the basis of this curtailed 
automobile production ¢ 

Mr. Mct OY. Mr. Shaver. vou would never be able to adopt a method 
of either distributing available material on a base period or 
percentage ot some past performance Or under allocation. 
would not get appeals. 

Mr. Suaver. I understand that. 

Mr. McCoy. Nearly every order we have issued under metals 
other materials we have ranged anywhere from one to three thousn 
appeals on each order. . 

Mr. Suaver. I can understand there are going to be hard 


but it seems to me amore equitable distribution hbase ad upon this ibnon 


mal vear for the tire manutacturers of this country. the Bie Four. 


Mr. McCoy. We took only the first 6 months. Mr. Shaver. 
| : 


the whole vear of 19¢ 


ou, 
Mr. Suaver. I am talking about the vear endi 
Mr. McCoy. I do not considel it had any abnorma litie 


» Big Four is concerned. 
fr. Suaver. Why did you not take 1949% Who would have been th 
first to complain ¢ 

Mr. McCoy. We would have had “l different base period to worl 


{ 
\ 
\ 


‘ 
With. but we would have to have adopted some consumption 1 


1 
' 


would have brought it down to what we wanted to achieve. In tl 


last 6 months of 1949, here are the m« nthlhy figures on consumptio 
ot total new rubbers. 

July, 70.000; August, 79.000; September, 76,000; October, 84. 
November. 83.000: and Decembe r. S4.000, Then it jumps. of urse, { 


January 1950, from 84 in December to 94, 98, 98, 106, 110, and 112 


I cannot see that there is any great al 


of 1949. 


normality in this last 6 mont! 


Mr. Sraver. Which one of the years preceding June 24, 1950. rep 


resents a clear pict ure of 1 


1e automobile pro luetion in this ecountrs 
Mr. McCoy. 1948 was larger and 1949 was down considerabl 


1950 was the | irgest on record. 

Mr. Srraver. Did you discuss using 1948 or 1949? 

Mr. McCoy. Asa base for rubber consumption / 

Mr. Suaver. Asa base. 

Mr. McCoy. We mav have, but ( recall specifically, 

Mr. Suaver. It 's entirely legal idler the act, is it not, that vo 
could use any year preceding ¢ 

Mr. McCoy. Surely. We could have used any period prior LO 
dune 24. 

Mr. Suaver. And, technically speaking. as Mr. Fleischmann | 

i 


construed 


le 
Ol (c), is not the period you are using now illegal unde 
the technical interpretation of the act? 
Mr. McCoy. You are asking me a legal question and I could not 
reply. 
Mr. Suaver. It savs “preceding June 24.” When does yours end ‘ 


, 1 
} 


Mr. McCoy. June 30, 1950. 
Mr. Sraver. Are we not allowed to use the same technicality that 
you are apparently using ¢ 
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Mr. McCoy. Do you mean and shift it back to the 12 months ending 
June 24, 1950? 

Mr. Suaver. It could well be. 

The point I am trying to develop, Mr. Me¢ ‘ov. is that I do not think 
the Advisory Committee and the National Production Authority 
went into the question thoroughly with a view to arriving at a base 
period which was fair for all. 

Mr. McCoy. You will recall, Mr. Shaver, that this base period was 
established and put into effect before the Defense Production Act was 
pa sed. 

Mr. Suaver. | appre iate that. 

Mr. McCoy. We had considerable discussion after the Defense 
Production Act was passed and the National Production Authority 
was established as to whether we should make any change in the 
A igust ° rubber order, in convertn Y 1t into M—2. as an NPA order. 
| remember particularly that the question of that base period came 

her it met the requirements of the Defense Production Act. 
I'leischmann, as he indicated. was general counsel at that time. 


The latter Was disk Wissed with him and we ¢ 1] read hed the coneciusions, 


one, that it was a fair base period and there seemed to be no justifica 
tion for changing it as a result of the Defense Production Act. 

Mr. Suaver. Did any member of the Rubber Division of vour office 
participate in this discussion between Commerce and the industry ¢ 

Mr. McCoy. I think so. 

Mr. Suaver. Who? 

Mr. McCoy. I could not tell you at the moment who it was. The 
conferences that we held with the industry prior to the Advisory 
Committee meeting on August 18, were held with this interagency 
group. | believe | represented the Department ot Commerce in those 
discussion ° 

Mr. SHAVER. In the various meetings of these adv1 
do you know if thev were held in Washington ¢ 

Mr. McCoy. So fara L know, all the meet ne of tl 
dustry Advisory Committee have bee held in Was 

Mr. Suaver. As far as you know ¢ 

Mr. McCoy. Yes. 

Mr. Suaver. It was vour understanding, was it not. Mr. Me 


‘ 


that this base period was finally so-called, agreed upon, with the | 
, 


tanding tliat there would he liberal provision for adjustment 
right / 
oCoy. No. It was my understanding at the Industry 


! 
se period was generally satis 


i 
visory Committee meeting that this ba 
factory provided that those who had shut-downs or other abnormal 
ties in their base pel tod could appeal lor adjustment. 

Mr. Suaver. You used the word “generally.” Mr. Fleischmann 
used the word “unanimously.” Is there a difference / 
Mr. McCoy. We may be just playing on words here. 
Mr. Suaver. I wonder, Mr. McCoy. And I believe 
here tomorrow, as I will suggest, you will find there was 
difference of Opinion on this base period. 
Mr. McCoy. My recollection of the discussion in the 
visory Committee is that we discussed a number of base periods. I 


think the re were yrobal ly one or tTWo who advo ated ditfere | periods 
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Mr. Suaver. Did you work up any figures on those which were 
idvocated 4 . 
Mr. McCoy. Nothing more than our usual data on consumption of 
new rubber. That was all we found It necessary to deal with. 
I do not reeall, when I asked, “Ts there any serious objection to the 
| . * 
they had some abnormalities that should be adjusted, 1 do not 


1 . } «8 . ? 
ion of the base period, and as vou say, subject to those who 


lanvone making a speech against it. 
Ir. SHAVER. You recall] no statement made acaimst the base period 
idopted / 

Mr. McCoy. I don Sty neone id on alk against the base 
period, but finally in a eroup ot this Ort. here are Varying shade 
of opinion around the table. — 

Mr. SHAVER. On the whole. who approved the base pel lod and who 
disapproved it / 

Mr Mee oy. That ] could not give vou pre Isely because L do not 
remember. 

Mr. Suaver. Do you recall the Big Four being completely mm favor 


+ 
Or l 


4 
Mr. McCoy. I do not recall that any more than T would recall that 
there were four or five representatives of the smaller companies that 
disapproved it. That is, in their conversation. 

Mr. Suaver. And you have no records or minutes 4 

Mr. McCoy. No; and again I am sorry. Our staff work was 
deficient in not having a record of that meeting. 

Mr. Suaver. Are you familiar with the letter of February 3 which 
Secretary Sawyer wrote to Senator Sparkman / 

Mr. McCoy. Iam not familiar with the final draft: no. 

Mr. Sraver. Were vou in on the preparation of the letter? 

Mr. McCoy. Yes: I was. 

Mr. Seaver. I would like very much to have this letter in the record, 
and for your information | would like to have you look al it. Mr. 
MeCoy. 


(The letter referred to is as follows:) 


Hion. JOHN SPARKMAN, 
Chairman, Nelect Committee on Small Business 
lnited States Nev ate, Washington, Fee 
DeAR SENATOR: I have your letter of January 20 referring to a recent 

li e in personnel in the Rubber Division of NPA You are correct that Earl 
Glen has been replaced; he was not replaced to bring about a change in formula 
for the allocation of rubbe! Any changes which were made either prior to or 
following the resignation of Mr. Glen dealt with administration and not with 
policy There has been no policy change. 

You can be assured that so far as I know, there has been and will be no basis 
‘or distribution of rubber which overlooks the needs of the small rubber com 
panies I not only agree with you as to the need to protect the civilian economy, 
but I have on manv occasions voiced this ser timent vigorously. I feel the snme 
way with regard to the need to safeguard the interests of the small-business 


nformed that for the most part the big rubber companies were the ones 

iad used extraordinary amounts of rubber prior to and during August, 

and when the rubber order was issued in late August the formula undertook 
to balance that usage by reduced allocations in the subsequent months. The effect 


f 


of the order was thus favorable to the small-business man 
You can be assured that the factors you have mentioned will receive my 
sympathetic treatment. I have asked that the rubber order be thoroughly 


reviewed as you requested 
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With reference to consulting with a group of small rubber companies, I am 
informed that they are well represented on the Industry Advisory Committee 
dealing with rubber, but if you feel that a substantial number of small companies 
have not had representation, I shall be pleased to arrange for their point of view 
to be presented to the proper authority in NPA. 

Yours sincerely, 
CHARLES SAWYER 

Mr. SHAVER. In there you will note the statement, “There has been 
no policy change.” That is dated February 3. Mr. Fleischmann 
stated there had been no recent policy changes. Which is correct, Mr 
Me€ oy! 

Mr. McCoy. There has been no policy change. 

Mr. Suaver. Recent or otherwise / 

Mr. McCoy. That is right. 

Mr. Suaver. You have the same provisions and same standards 
for Se nt today that you had ¢ 

Mr. Me That is right. 

Mr. aes Do you believe in your own opinion that this base 
period is in all fairness equitable for the small rubber company ‘ 

Mr. McCoy. That the base period is fair to the small companies 

Mr. Suaver. Yes. 

Mr. McCoy. Yes: I believe that. 

Mr. Suaver. Do you believe there are any saa changes which 
could be put into effect now to further their interests 

Mr. McCoy. I would say that we are ap proaching oy a time in the 
allocation of major materials, espec F ally under a form of controlled 
materials system, where there will have to be some changes made in 
the system we have adopted, particularly with regard to the esse) 
tiality of end products. 

It Hay well be that as the supply of basic materials becomes less 
and less for general civilian use, that we will have to reexamine our 
methods of allocation, either on this order or under the metals order, to 
allocate more materials directly in accordance with the essentiality of 
the end product. , 

That is the one qualification T have to make with respect to con 
tinuing the system we have in the rubber order, as well as in the othe 
orders which we are now administering on other materials 

Mr. Suaver. What is your figure, Mr. MeCoy, on this 
reduction in automobile production / 

Mr. McCoy. We found it hecessars to reduce the consi 
steel 

Mr. SHLAVER,. | ain not Going into the theory of why you red 
production: Lam talking about this 25 percent of rubber. 

Mr. Mec ‘OY. Let lie lead up to the answer. We found it necessary 
and desirable to reduce the constuiption of steel by the major con 
suming industries, such as automobiles, appliances, ‘and others. One 
of the primary objectives of that reduction was to provide more steel 
for essential uses because the larger industries were using a large 
proportion of the total supply. 

Obviously, that means that in the second quarter there will be less 
deliveries of new tires for new automobiles and that more rubber then, 
theoret ically, will be available to meet some of the needs that we now 
know must be met, such as truck tires. 

Mr. Suaver. Who will have that rubber ? 
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Mr. McCoy. The companies who have their base period. 


Mir. SHAVER. that have the original 


rubber to fabricate will have it 


equipment on new 


mto any 


rubber ¢ 
rat would be the Jus- 
mpanies who have the 


should we take it from 


in- 


W hen 


ndows, that vou 


‘ 


production, certainly. 
| | blind vou 


vr, | 

i? 
1] c | 

liable tor other. 


( 


\I . SHAVER Ko. it] 
Mr. McCoy. Every iv. bu particularly, 1”, haver, for 


what we 


vou have 
} 


ire going to let you have 
now wh we could do other than to adjust 
redistribute. That would involve not a whole 
some rubber from individual companies and 

and we do not do that in the other orders. 
You are apparently not following my analogy. You 
m to everybody but here vou restrict it to the base 


The aluminum companies still have their base period. 
Saver. [ am talking about where vou curtail the production 
1 use Phose men can no longer get aluminum for that pur- 
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limitations in the aluminum order. 
itage of the base period con- 
we are prohibit or 


IcCoy. There are two 
limitation on the use, a perce 
Lhe other is the prohibited Uses, Now, 
Oon prohibit the ls tain 
change the percentage for a 


yore 


ough aluminum at the 


e 
] . ] 
LUD TEU) Gn Ce end 


e of 


( } 
use Tor Tio 


Ypect 


1 Hrle 


tore 
Coy. That 
it back. 

Lona. Do vou ittempt to olive Q base perl] 
companies that will not b 
. mething else? 
he case of the « 


» using that steel, s« 
' 
Ce] SO 
MeCoy. No, sir: in tomobi} 
mitation of Sv percent on the use of steel, 
hacs Baste: gill anos 
msahumver ot pro 


ror 
syf ; ] a 
l HW-DACK ! n 
the 


glee: 
ion ov the i 

Spy end product, so any company whi 1) 
take the savings from these particular ones and put 
Company can 


tee] that 
other items 


and the 


rators 


er words, we limit the amount of s 
in refriget 


never automobiles, 
1 
ming not 


S 1t 1s 


1¢e base period for other { 
products « 


for other prod 


in tl 
It applies only to the rysvyyve 


he has steel 
iecable on that order. 
‘r. It does not restrict him on the use of steel 


ets not enumerated, 


Senator Lona. Mr. Shaver. 
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committee that you talked about that met August 18 ¢ 


Hi 
W 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 


Bi 


(y)] 
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Mr. SHAVER. ] would Like to know who comprised the informal 


Mr. McCoy. I have here the list of the members of the National 


Security Policy Committee. 


Mr. Suaver. Is that the informal committee that you spoke of? 
Mr. McCoy. That is the industry’s own committee. 
Mr. Suaver. I am not talking about the Industry Advisory Com- 


mittee. 


Mr. McCoy. This is not the Industry Advisory Committee. 
Mr. SHAVER. You are cong to make that a part of the record / 
Mr. McCoy. Yes, sir. 


Mr. SHAVER. Did you or did vou not order that the rev ised estimates 


of 1950 rubber consumption not be published ? 


Mr. McCoy. I am not sure I got the question. 
Mr. Suaver. In the summer of 1950, did you order that the rubbe1 


consumption estimates not be published ? 


Mr. Mi Coy. I do not recall any such order, Mr. Shaver. 

Mr. Suaver. You did not. 

Are those statistics still available for all businesses 4 

Mr. McCoy. They mostly are available. I am not sure whether 


there have been any national security restrictions put on the issu 
ance of some of these. 


Mr. Suaver. Other than national security restrictions, they are 


still available? 


Mr. McCoy. I think so. 
Senator Lone. Thank you very much, Mr. McCoy. 
(Follow mgs the list above referred to:) 


NATIONAL SECURITY POLICY COMMITTEI 











1 


I>. Hendrickson, president, American Hard Rubber Co., New York, N. ¥ 

S. Royee, purchasing agent, Boston Woven Hose & Rubber Co., Boston, Mass 
G. Vinnedge, vice president, Dryden Rubber Division of Sheller Manufacturing 
Corp.. Chicago, I] 

W. Yelm, vice president, Gates Rubber Co., Denver, Colo 


John L. Collver, chairman and president, B. I. Goodrich Co., Akron, Ohio 


W. Litchfield, chairman, Goodyear Tire & Rubber Co., Akron, Ohio 

G. Landers, president, Landers Corp., Toledo, Ohio 

Thatcher Lane, president, Seamless Rubber Co., New Haven, Conn 

Morss, president, Simplex Wire & Cable Co., Cambridge, Mass 

R. Mellen ice president, Lee Tire & Rubber Co., Conshohocken, Pa 

A. Walsh, president, Armstrong Rubber Co., West Haven, Conn 

L. Freedlander, president, Dayton Rubber Co., Dayton, Ohio 

irvey S. Firestone, Jr., Chairman, Firestone Tire & Rubber Co., Akron, Ohio 
illiam O'Neil, president, General Tire & Rubber Co., Akron, Ohio 

H. Baker, president, Goodyear Footwear Corp., Providence, R. TI. 


Thomas Robins, Jr., president, Hewitt-Robins, Inc., New York, N. Y 


Ek. Smith, vice president, Raybestos-Manhattan, Inc., Passaic, N. J 

P. Schrank, vice president, Seiberling Rubber Co., Barberton, Ohio 

M. Tisdale, vice president, United States Rubber Co., New York, N. Y 

L.. Viles, president, Rubber Manufacturers Association, Washington, D. ¢ 

J. Sears, vice president, Rubber Manufacturers Association, Washington, D, ¢ 





FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D. C. 


Senator LONG (presi ling). We will next hear from Mr. George J. 
reer, vice president, National Federation of Independent Business 
Mr. Burcer. I want to take the time to thank the Honorable Guv M. 


! 


llette, chairman of the subcommittee of the Senate Small Business 
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Committee, for his very cordial invitation of March 14, directed to me, 
to appear and give testimony at t! 


MIS I) 
part: 


earing. 


His letter to me said in 


I should like to request your appearance before this committee to present 
the membership your views on the present policy in effect and formulated by t! 
Qtliice of Rubber Reserve 


eo 


| will attempt to comply with the request ot the chairman and confine 
my remarks to this. 


7a | 
eration of Independent Business, a nonprofit organization, organized 


My name is George J. Burger, vice president of the National Fe 


under the laws of the State of Califormia. I will speak for the mem 
ber ship of this organization and also for the Burger Tire Consultant 
Service and as publisher of the National Independent, the m: 
principal objective of the latter two being the preservation 
pendent fare LOLS in the rubber tire industry. 


Speaking for the National Federation of Independent Business, its 
objective Is tO Oppose MOnOpy ly wherever it appears mm our economy 
ind to fight the spread of monopoly in any segment of our economy) 
It goes without saving that im the tremendously large Nation wict 
membership of the ft 


‘federation it 1s naturally supposed to include ed 
thousands im 


the tire-servicinge field. namely, tire dealers, filling 
station Operators, automobile dlealers, and raravges 


Mr. ( harman ana members of the committee, the witness has also 
been a member of the 


rubber-tire 
L909 meht 


ndustry, beginning in the spring of 
moment—in other words, a term of 42 
ind mn that period lL have owned and operated an Indepet lent 
ales and sery ene establishment, and It Mia be Pol nad | 
honor and pr Vilege during that 42 vears to serve 
Independent tire denlers both in a State and national Wil 


, . ’ ’ 
eome betore the committee merely 


up to the present 


‘| ier 
I do not 


as a professioi 
1 1 if F 4] . 
1) t as one who has learned irom the seh 
monopol stic trends within | abl 


throug! 
haree of its 


hairman, the problem before your comm) 
aus the witness ‘ned as independent 
industry have previously faced the same situation: 
ittenipt by the bie rubber interests to shape the over-all rubb 
mn for their own benefit, and when this appeared on 
compelled to seek the help of the Small 
the Senate Banking and ¢ 
t this monopolist 
tated for the record that it 
C‘ommiittees of t! 


he sce} 
vears avo 
Communiittees urrency 
move, 


Was the action of the Sih il} 
ie Congress, and parti ularly 
ness Committee, which went a long Way to: 
least 300,000) ince pendent tire-servicinge ¢ 


rv; 
i\ 


Industry. 


4+] 1 
ne time the smaller producers were 


the (’omniittee in { 
mide up of senutol Murray as cl 


chow that 
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record refer Senate Committee Print 


gress, first session. page z. Small Busi 


Rubber Manufacturers and Retailers. 
which appears in that document, 


1 


1 } | | 
1} cle penaent dealers t roughout t! 


binittee 


ect () 
quote 
I 


rote to 


Lit 
service 
thre ove] 


The eal marks of this same ck struction. 


The attempts by major rubber interes 
opinion, are confirmed by many 
monopoly. 
the Antitrust Division 
Trade Commission 1! 


} 


ests wl re they were 
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It is far better, Mr. Chairman, for you and your committee to have 
the view of small tire producers as to what they said in a similar situa 
tion in the early summary of 1941—Senate Committee Print No. 3 
Problems of Small Business of the Tire and Rubber Manufacturers 


ind Retailers, Seventy-seventh Congress, first session, page 142: 


_ 








I p22 small dealers accounted for fully 9S percent of all tire-replacemet! 
siness nnd manufacturer-owned stores for approximately 1 percent, Today 
e small dealer's share has been reduced to 46.6 percent and the manutacturer- 
mwhed stores’ share has increased to 9.1 percent In 1920. aceording to the 
i eda St es DD partment of Cor e, there were 754 manutfaecturer-controlled 

tlets In 1939 this type of on et tad wreused in number to 2,087 
. : 
I happened to be in Akron, Ohio, in the summer of 1941. IT found 
. 1 1 1 ’ 
\ . lL reo stered in the hotel liportant calls be Ing’ made on me f\ 


eertan mail rubber-t re producers to vet nceontact w th them PLadda ye 


diately, and due to this visit Iam reading for the record my letter to 








then chairman of the Senate Small Business Committee, which 
ippears n) Se ite (‘omni tte Pr hii No. . Small Business Problems 
Sioall BB simess and lL) rense, “event vV-sevel h ( onvress, inst SCSSLON, 

‘ At) 

i) ATC MM I ’ . COPY ’ tro \I 
r.Pp.S I fe. preside of | Seiber ev Riubhbe ( his brief con t 
im state i Rye 1 of e Rubber Priority Division 

fice of | Manageme? e 26. 1941 

! so enclos ry ‘ l ition dated July 21 Mr. William 
mNe resid (yems | ( fubber Co ( irre ( oO tl Writer 
i opinion tl ‘ f industries thin 1 s rubber i t1 THUS 

«t ! ( <A> ES t Phe t ol \ 
ppea ol lof the policy of the Gover 
s the rul S cot nie emg ied sume lirected b 
L iit I ict Sin a posi 
eG i ! ! ito reney \ the G 
t I I hh ¢ eorpina ad i wa 
| { s I feel ! hat \ reo { ( 
‘ Production 4 Lee nt 
Lyppo tie ! i { ) is tf secu 
I \I Nei I I I ‘ 
f | to) } 
I a : p ‘ ; \I) ( - } - ’ ; , 
5 I 
} yy? } or { yi \ i | { ( bh Ce TO 
i i 
\ 5 1 ( ta tion of 1) the | 
l reased Col ( ( ry { ( i is rated 
. od friend Set nm Johnson at a public hearing at 
( wa tL men ( if \ io e Committee 
the sy etic-rubber prog few yea back, ere he said i 
1+) 1 0 fOnL sie >I tpt] | bie ‘ 
Dear Georg Yo ( G With the ] | f ginal equip 
‘ ar «4 I i I ‘ ji yiayen ~ ! i« 1} at 
bolpey ) i \ ! ( erel lel e CaN f three « 
‘ pit ver | I t tb» ‘ o tl O min re 
I \ { W h ( n eo ( : timen Show 
n } ‘ ber we rey ¢ o m the ~ 
I \ () S ( upp tingly eve becouse we | ‘ 
! hee pel 1 of ) tages | e we g eto } 
‘ » ot le itl 
If Goodyear, I ti State his ubber whict 
‘ ] » e) ) { 1 quo fo ‘ s in wh 
iypriie | ness was ft] ) ( vy t) eve Mr d in America 
tl i ( ve l I Z ove hose companie who helieve 
e 3 y ‘ ‘ I Why would be fair to put the eu 
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Two of these companies have been given a very unfair advantage in the fact 
that they raise their own rubber and that previous to our Government's 


1 ry 
into the purchase of rubber they were ouly permitted to operate their estates 
at 45 percent of capacity. The price at that time was 16 cents a pound. ‘Thei 
eosts naturally were high due to the fact that they were operating less tha 
50 percent of capacity Now when our Government went in and purchased 
the surplus rubber and these estates were permitted to operates at 100) perce 
capacity, the price of rubber went to 21 cents, It w 1 fortunate accident, it is 
true Tlowey r The th ng to consider is THIS No one should lose thelr pos ’ 

due to any act of our Government. 

Now s D0 pt cent of the CqUibpote neg business Ss 11 ad 1eSe ¢ | = 
will not lose their position with the rest of the trace of the rubie 
could be placed on them to the tune of 50 percent of What was used for orig 
equipment Oh passenger tire Chev have plenty of detense Dusihess to Ke 
their labor busy so it isn’t a question of labo lt it i\ Pwha 

fail An extra umount of rubber to them oy and nbove w ‘ ( 
petitors can have would be quite disastrous in a retail feld 

I just thought I would give you a little amimrunition \ know ile 
No undue hardship should be worked on the dealers of Ameri i have 

» chance get in on direct Government business | s ) 

rmed as against their competitors 

‘ 


WiLLIAmM (VNEILL, Pre 
Due tothe lenoth of Mr. Seiberling’ letter fo me, 11 the nature of 


brief, excerpts only from that brief, which is quoted in full in Se 











ted I hate 
committee print, pages 22-51, are quoted : 
At the time Seiberling Rubber Co. was organized there were o 0) ‘ 
ufacturers in existence In the intervening irs but approxi 
ol of those manufacturers have gone out of busine through liquid ! 
ibsorption by Competitors, and of those remaining eiberti is eigl 
in point of volume, doing a net business in its fisea ‘ ending Oectol +] ) 
P SO.GO00.000 in round 
4 * 

The period chosen in the formula for determining the q bas ‘ 
od April 1, 1940, to March 21, 1941, is approximately the g 
period that might have beet hosen for the four large rubber n frre ‘ 

nd approximately the worst period that have heen chose 
e more than 20 sma r ruble anufacturers, of which the Seiberling Rub 
( ¢ Ss one 
4 ¥ * > 
rh the fig es Un takably How } ll a 2 he - three ¢ 
i M40 nd (hae first (| rreé ( io is thre bh ‘ jel " { ' ‘ ! 
| we "¢ ( nwittine | Te di f rie Dig 
ad percentagewise the le ivorable to tl smaller { re 
I I . i depends ul 7 he replace i tel ‘ l 
| rhe G ernment had selected th vear 1038 e ba my 
ive chosen a period the most favorable to the iller if 
favorable to the Big Foun such event thie be ee’ wou beg 
nhair and inequitable choice and the Gove t would have bee equa 
guilty of favoring one grou rey opposed to tl i 
It must also be po nted second d third q ers tt} 
Big Four were responsible into the murket ‘ 
' of tires, the sale of which they aggressively promoted with gre 1 . | 
rther increasing their position in the tire-replacement ( 
smaller manufacturers with less favora C1 e-rublby | sw by 
to bring out competing low-pric lines because ¢ the loss riven hye 
In the third quarter of 1940 and in the first quarter of 1941 the Big | : 
further advanced their position in the tire-repliac f ti | Y 
price wars in the truck tire replacemen eld, thereby 1 g 
heir position in the truck tire replacement market, thie Inaller Companies 
vere unable or unwilling to compete with such extreme vw] 
. * * * 
(1) The Big Four, due to their strong working capil d finaneial yy 
irge manufacturing facilities and warehousing facilities—none of whicl 
4 1 1 7 
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possessed by most of the smaller rubber manufacturers—were able to build 
up huge inventories of finished goods, which are outside the effect of General 
Preference Order M-—15. 

The latest report of the Rubber Manufacturers Association discloses a finished 
tire inventory position for the industry, in relation to monthly tire replacement 
sules, equivalent to a 3 months’ inventory. 

As SO percent of this report is composed of the figures supplied by the Big 
Four, it may safely be assumed that the inventory position of finished tire casings 
of the Big Four is approximately a 3 months’ positiop relative to their replace- 
ment sates, 

* » * * a Ps * 

While income for most of the smaller companies is dependent entirely upon 
goods sold in the tire and tube replacement market, the Big Four rubber com 
panies are possessed of large income from their crude-rubber plantations (with 
the exception of Goodrich), and from their foreign plants which are operating 
at capacity in England, India, Australia, South Africa, Argentina, Canada, Japan, 
und elsewhere. In other words, the Big Four rubber companies could cease 
operations in the United States entirely and still be the recipients of a sizable 
income fron operations outside of the United States 

. * * * * ~ * 

In the past 20 vears there has been a stendy concentration of manufacturing 
power developing in the rubber industry, following the time-worn pattern of the 
stronger absorbing the weaker and the larger growing larger and the smaller 
growing Smaller 


=! 


In the past 15 years such old and well-established companies as the Wells 
Springfield Tire Co., Fisk Rubber Co., Gillette Rubber Co., Samson Tire & Rub 
ber Co., Hood Rubber Co., Miller Rubber Co., and a number of others have been 
absorbed one after another into the framework of the Big Four 

x x * 4 x 

(1) In arriving at a base quota for allocation, that rubber consumed for the 
manufacture of original equipment casings and tubes be taken out of the figures 
entirely, and be given a separate quota, which can be calculated with exact 
ness aS soon as the number of cars and trucks to be manufactured is definitely 
determined. Thus the effect of the rise and fall of rubber consumed in the 
manufacture of casings and tubes for original equipment will be eliminated 
entirely from the figures involved in arriving at rubber consumption for pur 
poses other than original equipment supply 

* * * * 4 4 o 

(4) That in any event, the fifth tire sold as a spare tire to original equip 
ment manufacturers be eliminated, thereby effecting a saving of 26,000 tons 

rubber on the basis of 5,300,000 spare tires for new cars. Spare tires are 
seldom used during the first vear of the new car life and when used are used 
only for emergency purposes, which can be served just as well by the use of a 
used tire as a new spare 

It is interesting to note the last paragraph quoted from Mr. Seiber 
ing’s letter where it is very forcibly brought out that a real saving 
could be made to the Nation with the discontinuance of the fifth or 
spare tire on new automobiles—an out and out monopoly enjoyed 
by the four major tire manufacturers, Goodyear, Goodrich, Fire 
stone, and United States, and at the same time motorcar manufac- 
turers being the beneficiary, but more important, Mr. Chairman, ap- 
parently with new car production being reduced, which will result 
in automatic reduction of their need for new tires and tubes, in the 
over-all use of rubber, this would have no apparent effect on the per- 
missible supplies of crude and synthetic rubber to the major tire 
manufacturers, be they four or five. However, a more serious effect 
would be reducing the position of needed raw supplies, erude and 
synthetic, for the small producers to serve our essential economic 
needs, 

You will also note that Mr. Seiberling in his brief definitely men 
tioned about the foreign plants operated by some of these major 


) 
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companles, We are mterested in the plant operation ny India be 
cause only recently we read in a press dispatch from New Delhi. 
India. where that country was denuded of tires and tubes which were 
shipped to Communist forces in Hong Kong and Tientsin. Senator 
Johnson’s subcommittee at the moment 1s exploring these shipme) 


of tires 
I think it is necessary to show the trend 1n1 l\onopoly by quot 


follow me: Senate Document No. ~ OO. Sevel \ ninth Congress, seco? | 
session, Keonomiec Concentration and World War [} Report of the 
Smaller War Plants Corporation to the Special Committee To Study 
Problems of Amerien Spintl| Business, United states Senate. pages 
172, 174, and 177: 


The bottom of chart 35 shows that giant corporations play an unmistakably 


dominant role in the rubber-products industry More than half of all the sales 
ssets Only 12.5 percent of 


went to corporations with $50 million or more in ass 
sales went to corporations with less than $1 million in assets and only 1 percent 
went to noncorporate firms 
* ok ' * +e * 
During that period the Big Four had a decided advantage in connection with 
their important distributive outlets: Goodyear, which sold to Sears, Roebuck 
Firestone, which had its own chain of stores: United States Rubber, and Good 
rich, which sold to Standard Oil and Montgomery Ward. Goodyear and United 
States Rubber also sold substantial quantities of tires through Western Auto 
Supply Co 
% e ¥ * * * * 
The bulk of the expansion undertaken by the Big Four was for plants in 
the South, Midwest, and West and more than doubles their prewar capacity 
In view of the excess cupacity which existed before the war, it is obvious that 
this expansion will have a direct impact upon the level of operations of the 
older facilities. 


United States versus Economie Concentration and Monopoly—An 
Investigation of the Effectiveness of the Government’s Efforts To 


Combat Economic Concentration—A Staff Report to the Monopoly 


Subcommittee of the Committee on Small Business. House of Rep 
resentatives, House Resolution 64, Seventy-ninth Congress, pages 188 
and 189: 


The four major tire manufacturers have by virtue of their exclusive contracts 
with the auto makers practically 100-percent control of this market. They 
supply directly to the car manufacturers the four tires and tubes used on 
the auto’s running gear; they supply the fifth, or spare tire. The size of this 
market, naturally, varies with the magnitude of new-car production. In some 
years it has run as high as 50 percent of all tire production, in others hus 
been quite low (as recently when the auto makers were deeply entangled 
manufacturing difficulties ) 

* » * 

The four major tire makers are striving to, and are presently on the way 
gain complete control of this market by means of the following devices 
Sales through company-owned and controlled retail outlets. These retail o 
ets, situated, by and large, in this Nation’s major marketing areas, habitually 
(in normal times) sell tires and tubes (especially truck and bus tires and tubes) 


nit 


to the ultimate consumer at prices usually equal to, and sometimes even below, 

their own independent dealers’ buying prices, and certainly equal to or below 

buying prices available to dealers representing the smaller tire makers 

Authoritative sources.have asserted, time and time 

not required te make a profit at retail, 

situation make it difficult for them 

have been operated at a loss in 

business done by their parent companies 
* * * 
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) Sales of private-brand tires to Chain-stores, mass-distributor outlets 
United States Rubber Co. is Known as the largest supplier of private-brand 
ll ie entire tire ‘ld Investigation of its relationship with these outlets 
well disclose that the prices offered these outlets by the tire maker are 
stantially lower than the prices offered to its own independent dealers, 
) Sales to major petroleum Companies——The four major tire makers have 
ips With the major petroleum companies to 


latter r replacement sales through their 
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port tothe one who was fighting for the best interests of the rubber-tire 
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a little over a year ago to invoke section 2 (a) of the Robinson-Pa 


Act, which provided setting up maximum quantity discounts for 


rubber tire industry and such action beneti ial for mice pendent pro 


ducers in the rubber tire industry, that we find little or no suppor 


cOoOnunhYe from them to the efforts of the Grovernment to bh 


competition within the framework 
industry. 


W 





YS 


of the Senate Small Business Committee, by page and reference num 
ber, just when these things took place. 

“enator Tuyr. The record of the small fabricators of rubber was 
excellent during the war. was it not? IT mean the record of achieve 


and holding 1c he reenlation and living within the 


vetting m iterials to fabricate. 
he uation was typica 
neluding Bill Smit 
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Qu 1 } } | 7 
a 2. oo" Who Came Gown here. 
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? men in room 300 of the 
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of the picture. 
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hed woods finds 
not find its 
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ne committee de 
he manufacturer 
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The small in- 
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Goodyear, (rood) 1K h 1} | “ir | ne. we believe. fron 
the rer } * these committee ‘ | 1? ne SS, to the best of our 


knowledge and information, has established 2.000 stores in mal 

ading areas throughout the United State f America. Their hie 
competition today is in the ale of truck Ll tires, more so thar 
in the passenger car field. 

We hope some day. througch the wisdom and help of the Coneress, 
to clear up that situation, 

On that score, I would lke. with the permission of the chairman. 
to put into the record a copy of the National Independent, volume 10, 
March 1951, page i. which shows the business of these rubber com 
panies, in the defense program since last August. These are official 
records taken from Government files. I wiil bring it up to vou. 
Mr. Chairman. 

Senator LONG. What point do vou expect to prove bv that. that 
these companies have a large number of defense contracts? 

Mr. Burcer. Yes, Mr. Chairman. <All defense products, and a lot 
of things that are not in the rubber business too. 

Senator Long. This will be included in the record. 
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(‘The information referred to is as follows: 


FORTY-FIVE MILLION DOLLARS IN TIRES SOLD DEF! 


ri 


eading and space econ 
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Phank vou very much. 
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the bers perlod t | il Ss presents Deo nao} Lee Or ado vol hil Ve 
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deaoas to haw small busines iuld have been treated wit regard 
to the base pel od / 


Mr. BURGER. Senator Li he, I have had an exte ve, Natio 


contact with tire dealers throughout the Nation. It nk the smaller 


rubber companies, with no disrespect to them, up until Korea broke 
were Ina pretty bad position. 

According to this testimony Yiven | is morn fF, I think the dat 
of June 24. 1950, is a wrone date. 1 think it is an untair date as 
hown by their own testimony given here this morning and trom the 
past performances of both O'Neill and Seiberling. 

Their contention LO yvears ago Was that the base put on at that 
time was wrong, that thes should have gor back to a 1958 base. 
Phat was set at 19-1. about which they compa head, 

Phank vou very much. 

Senator Lone. This committee will stand recess until 10 o'clo 


LOMOLTTOW WOPrHINe. 


( Whereupon, at es LO p in.. the committee was recessed, to reconvens 
at 10 a. m., ‘Tuesday, March 27, 1951.) 
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TUESDAY, MARCH 27, 1951 


Unrrep STATES SENATE, 
SUBCOMMITTEE ON RUBBER OF THE 
SeLtecr COMMITrEE ON SMALL Business. 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., room 457, 
Senate Office Building, Washington, D. C., Hon. Guy M. Gillette 
(chairman of the subcommittee) presiding. 

Present: Senators Gillette, Long, Hendrickson, and Thye. 

Also present: Senator Humphrey and Mr. Shaver. 

Senator GiuLLerre. The subcommittee will come to order. 

The subcommittee meets this morning pursuant to the recess taken 
vesterday afternoon. 

A quorum of the subcommittee, under the rules, is present. 

The first witness we will hear this morning is Mr. William O'Neill. 

Is Mr. William O'Neill in the committee room / 

Mr. O’Nemu. Yes, sir. 


STATEMENT OF WILLIAM O'NEILL, GENERAL TIRE & RUBBER CO. 


Senator Giuzerre. Your name is William O'Neill 

Mr. O'Neta. That is right: Wilham O*’Neill, president, General 
Tire & Rubber Co. 

Senator Gitterre. Where are your headquarters / 

Mr. ONeitw. Akron, Ohio. 

Senator Giutterre. You live in Akron, Ohio / 

Mr. ONewu. That is right. 

Senator Gitterre. Do vou havea prepared statement, Mr. O'Neill, 
that vou want to present to us / 

Mr. O'Neitn. No; I have not a prepared statement. 

Senator Giuterre. You would rather submit vourself to the intei 
rogations of the members of the subcommittee and committee counsel / 

Mr. O'Nemiyi. That is right. 

Senator GinLerre. Do vou care to make an opening statement vour- 
self: a general statement / 

Mr. ( NEILL. I would like to do that. 

Senator Ginterre. We would be very glad to hear it. 

Mr. O’Nena. A great deal of care has to be taken when vou cut 
down any allotment of rubber, or anything else for manufacturers. 

For instance, the idea of cutting down rubber for truck tires is very 
bad. We should realize that in the last war, they sent to the fighting 
fronts and brought the truck tire builders back. 

‘Today, with the present allocation of rubber, we are laying off those 
same truck tire builders. 
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Mr. ON) ILL. Yes: and a much bigger kitty than they have ever 
planned. 

There is a tremendous increase and has been constantly in the large 
size truck tire which requires a great amount of rubber. It is not 
only a question of cutting out the passenger car but here is a certain 
manufacturer. Take, for instance, our business. On certain truck 
tires we are the third largest in the world. We make the third greatest 
quantity of anybody. 

That is a terrifically increasing business. It is the hardest labor to 
ovet. While my union people are not around here [I want to tell you 
something: Do you realize that a truck builder’s average height is 
Dd feet 1] inches, his average weight 1s 170 pounds, he is the highest 
paid man of any artisan that I know of, and he earns it and he is 
worth it. 

Senator Ginterre. What does his height and weight have to do 

th it? 

Mr. O'Netuy. These are tires where parts of them weigh DO pounds, 


You cannot have a girl lifting 50-pound weights. 


Senator GinLterre. It is the physical labor of handling the heavy 
tire ¢ 

Mr. O'Nemu. That is right, and the skill of doing it, you see. 

Now we operate plants all over the vorld. There IS nobody Who 

1] 


will touch our American workman because he is better fed and better 
paid and he is a better man than anybody ‘Ise, That is the kind of a 
ewuy vou re throw me out ot n iob w th t] thine, vou see. 

They cannot make those tires any where but im America. 

Mr. Suaver. Mr. O'Neill, do you feel that this base period as estab 
ivors any segment of our industry 4 

Mr. O'Netiu. Certainly. 

Mr. Suaver. Which segment ? 

Mr. O'Neitn. It favors the original passenger-car manufacture 
Vho upplied Detroit. 


Mir. Suaver. Yesterday, Mr. O'Neill, I asked Mr. Fleisehmann th 


quest ion: 


lished i 


When you cut back automobile production 20 perce or 25 percent, do vou 2 
en give the original requirement companies, the Bi Four f you please, 
bonus to go around to suppliers of the industry d to take civilian contracts 

away from the small rubber companies wh innot get the rubber? 


1 would like to ask you that same question. 

Mr. O'Nemu. That is a difficult question to answer. You give then 
add tio] a] rubber to make. mavbe truck tires, VW ith. Do vou see what 
I mean ? , 

Mr. SuHaver. That is what I was getting at. 

Mr. O'Neinu. It is unfair tothe fellows who have not had that. You 
see, they are hot losing their customer. They are merely told that ther 
cannot supply this much more to that customer. They ean take that 
extra rubber to compete with us in oul field and with the little fellows 
Yes; it does do that. 

Mr. Snaver. What do you think could be done with regard to the 
2D percent additional rubber which will be made available after Ap i 
| because of the reduced automobile production / 

Mr. O’Neri. That should be put into a pool and used, with the 


judgment of the man here in charge. 
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Take Spencer. Spencer is a good man who knows his business. Put 
it up to those fellows to figure out how much extra rubber certain 
people are entitled to have, because of the extra size of their tire and 
so forth. 

There is another thing you should not do at all under any circum- 
stances, you should not cut down the amount of money available for 
recapping material. That should be 100 percent allowance because 
that is the conservation. You conserve things that are already made 
up. It is just as important or more important than putting rubber 
in the stockpile. There are other things. You have rubber, nylon, and 
rayon and these other things. They are tied up there and you better 
conserve them, too. 

That is what I say about our 2,600 dealers. Everyone of them is in 
the tire-repairing business. It is a skilled business, it is a skilled 
occupation. It can do more to conserve rubber than a lot of us can 
do talking down here. 

Mr. Suaver. You do advocate that they take a portion of that— 

Mr. O'Netwn. Take all of it 

Mr. Sraver. Take all of it and put it ina kitty. 

Mr. O'Neiti, Put it in a kitty. 

Mr. SHAVER. To take care ot the small rubber companies ¢ 

Mr. O'Neitu. Not necessarily the small ones, even a big company. 
Even a big company might have something unfair in his picture. 
Lam fair enough on that, you see. 

Mr. SHAVER. In othe rr words, to tuke eure ot all busin 1eSs, W he ther 
they go into the machinery and equipment field in supplying that, o1 
into the truck-tire business, but it should be spread across the board ¢ 

Mr. O'Nettui. That is r ight. 

Mr. Suaver. Now, Mr. O'Neill, under the present system, the allo 
cation system which is in effect in the National Production Authority, 
do you have any idea how long some of these small producers can 
survive under the present program / 

Mr. O’Neitu. IT am really not familiar enough with that. 

Mr. Suaver. Is it true, in your opinion, that the allocation period 
as set up now, even before the curtailment of automobile production, 
affords the Bie Four | MOHUS rubber, by virtue of the 1950 product Ol 
of automobiles / 

Mr. ONevu. If you cut the peatland allocation that way; ves 
If vou coul Leut that passenger ¢ illocation: ves, it does, 

Mr. Suaver. It is my cauaean anding that it will be effective Apr 
l,a cut to 25 percent. 

That will give them an advantage over all the other rubber con 
panies in the country ¢ 

Mr. O’NSILL. | would imagine SO: ves. No: only people Mn the 
tire business that would effect. 

Mr. Sruaver. You brought out, Mr. O'Neill, that the Bi: 
the only ones who supply in quantity the original equipmen 
Mr. O'Neitn. Original equipment on passenger tires. 

Mr. Suaver. Yes, sir. 

Mr. O'Netmn. On truck tires there are probably 10 manufacturer 
who supply quite a few truck tires. 

Mr. Suaver. I know, yesterday, that Mr. Fleischmann indicated 
there were 10 companies, although he did not make a breakdown as 
to whether it was truck tires or passenger tires. 
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Mr. O’Newu. I think if you put that rubber in the hands of Spencer 
and tell him to be fair about it, it will be all right. 

Mr. Suaver. How would you suggest that we get that idea across, 
that he put this in a kitty and be fair about it? That is all we have 
been try ing to do for 3 wee “ks or a month he sre. 

Mr. O’Netu. I think that on all truck-tire matters, we have been 
a little shortsighted. When we are talking about building up a pool, 
what are you building the pool for? You are building it for defense. 

I think if you cut down anything, or anybody in making large-sized 

tires, or in ability to repair Sods large-sized truck tires, that 
iu are very absurd in thinking of putting rubber into a stockpile 
ause you are going to be shorter of labor than vou are of rubber. 

[ have been in this rubber business a long time. We are developing 
ways of making synthetic rubber that are going to replace a great 
amount ° natural rubber and will do it better than natural rubber. 
We would be further ahead now if we could vet some of the inefficient 
fellows n the Government who are holding back the synthetic pro- 
eram right now, we would be further ahead then. 

Senator Ture. Mr. O'Neill, might L ask you a question there. How 
do they hold it back? Maybe we can drive a wedge in there and 
try to break up that hold. 

Mr. ONetti. You have no rubber men in there. 

Senator Tryr. Is it stupidness on their part or is it a willful action 

hat makes them hold back ? 

Mr. O’Ne tu. Well, 1 a peculiar thing. We proposed to the 
RFC last October. with the cuaranty of our company, that we could 

sy amount of synthetic rubber 22 percent, and we guaranteed 
assets of our Comp WV. We; ke “| the mi to fine some Way 

compensating us for it. ; , 

enator GILLerre. You are not in the manufacturing end of syn- 
thet ic rubber are vou 

Mr. O'Nemn. Yes: we are. We ‘rate a Government plant in 
Bavtown. Tex. 

Senator Giterre. For the production of svnthetic rubber / 

Mr. O'Neinit. Y« 

Senator GitLerre. Not butadiene / 

Mr. O'Nettn. No. 

S*nator Tirye. What is the base of vour product, alcoho 

Mr. O'Neitn. No: that is for making butadiene 

Senator Tiyr. What is the base of youl synthetic / 

Mr. OONEILL, a is the same as the other. 

In other words, we figured we would take the same amount of buta 
diene. th e same amount of stvren e they how use and give vou a vv per 
cent gain, and we guaranteed it. We said, “Now look: We made this 
process a little over a vear al dahalfago. We kept it confidential and 
quiet. As long as rubber was 20 cents a pound, we figured it was 

orth about 85 million a year to our stockholders to have this lead on 
the rest of the industry.” 

“onator Gitterre. Was that s thetic nibber that was worth that / 

Mr. OCNetiL. That was synthetic rubber. A method of manufae 
more syi theti l thber at no increase ln cost, 


mine 


We said. OW] you fellows try to find a method of compensating 
ee On ns rubbe r went to 0 cents a poun (| we said, while this 
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was worth four or five million dollars a vear to us for 4 or 5 vears for 
our own particular company, this is worth a billion and a half dollars 
to Uncle Sam. It is worth one and a half billion dollars to Uncle Sam 
if we can do this now. We go and say, “Will you find out how you 
can use it, some Wav vou can compensate us for it 9”? They have not 
heen able to show us. 

Senator GuLLerre. Who are you contacting there / 

Mr. O'Neinn. The REC. 

Mr. Snaver. Who, in particular, Mr. O'Neill / 

Mr. ONeinxi. Ido not like to vet Into persona lit les, 

Here is what Foes On there: Their awreumenlt has hee Me “How ao Wwe 
know that we don’t already own this and why should we pay vou for 
something we already own ¢” That has been their arguiiiel t. 

I said. “Tf I can make vou this saving and if vou own It, 
you use it? [want you to pay us for this.” 

Lh) other words, we had one fellow sav to me, “T always tol 
low, if vou haven't vot a patent, don’t talk to me about it.” 


That is one of the managers down there. He said. “If vou haven't 


got a patent on the thing, don’t talk to me.” 

IT said “It will take 3 vears to get a patent. It will cost Uncle Sam 
114, billion dollars to wait 3 vears on this thing.” 

He said. “You don't have a patent q”? 

I said, “We are going to apply for a patent on this thing. We are 
trying to find out how vou can compensate our stockholders for dis 
closing this. The minute we disclose it, our people do not have an 
edee On the indust? Y. They have not been able to do it.” 

Senator Giuterre. You were seeking a loan ? 

Mr. O’N) ILL. No: he lonn uf all. It does not cost the Grovernment 


lcent. Lean guarantee with everything we have got that I 
them 2v percent more rubber starting tomorrow, 

Senator Lone, Why do you not patent that process / 

Mr. O'Neity. We are going to patent it. 

Senator Lone. With a patent you would be protected ; 
not 4 

Mr. OONemn. That is right. but understand this: There 
of things besides a patent: and, furthermore, it takes 3 vears t 
patent. 
~ Senator Lone. Once vou apply for a patent vou are protect: 
vou not, Mr. O'Neill / 
~ Mr. O'Neiw. No: vou are not. That is the most absurd 
world that vou are protected. Not under American law, + 
You are in most countries, but not in America. Our patent law 
very difficult. The knowledeve of how to doa thing in a manufactur 
ing institution, you keep to yourself. You apply for a patent, if you 
can, and we are applying fora patent. 

Senator Lone. In other words, you try to keep it as : 

Mr. O'Neny, That is right: you try to keep it as 
That isthe bivwest thine about it. 

Senator Lone. What were you seeking from the RFC 4 

Mr. ONvint. Tsaid. “1 will guarantee to give vou this much rubber. 
You find out how to compensate me Ww ithout a lawsuit.” 

One of the lawvers down there said, "Now, O'Neill, if this process 
of yours is compounding and not processing, 


titled to this thine.” 
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Senator Tuyre. Do you lease this Government plat 


Mir. O'Neitn. No. 
Senator Tiryve. How do vou operate t 
Mr. ONeitn. The Government pavs us 


furh out. 
Senator THye. How do you lose then / 


Mr. O'Netin. Beeause we had to take 
Senator Tire. I realize that. 
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Mr. O’Neitt. But we gave the good stuff to all our competitors and 
the bad stuff we had to take and fix it up. 

Senator Tyr. However, you are operating a Government-owned 
plant and you do not pay a fee or a rental or a lease / 

Mr. O'Nemu. No: they pay us for operating it. 

Senator Ture. They pay you for operating it ¢ 

Mr. O’Neiti. That is right. 

Senator Tirye. And then when you made a bad batch, so to speak ¢ 

Mr. O°Netti. We had to charge it against that fee. 
Senator Tuyr. But you do not pay a fee. You operate this plant 
free. It is a Government-owned plant, and you are operating it? 
Mr. O’Nerti. That is meht, but we h: d to take all the rubber our 
selves and pay them the regular price for that rubber. 

Senator Truyr. You do not pay any de} yreciation on the plant or 
anything ¢ 

Mr. ONen Why should [? We do not own it. We have enough 
taken out for our own depreciation without taking care of Uncle 
—— 

ator Tryr, I am trying to find out how you acquired the plant 

an a a Vou Can oper ite a GGovernment Pp lan it and derive a profit from 
the operation of the plant and not par the (aovernment a fee or 
a rental ora lease fee. 

Mr. ¢ Ni int. We do not own the plant. The Government hires us. 

Senator Tirye. But you operate the plant / 

Mr. O'Netzxi. That is right. 

Senator Tuyr. And you maintain a profit from thi operation of 
he plant. Am — cht ? 

Mr. O’Nemi. We did not for a couple of vears with that loss 
we had to take. 

Understand, the General Tire & Rubber Co. had to buy this rubber 
from the Government and pay the same price as good rubber, that we 


? 


made bad. 

Senator Tryr. Who suffers the depreciation on this Government 
owned plant ? Who suffers the depreciation on that plant ¢ Who 
makes the replacement W hen anew valve ora new pipe or a new boiler 
or something hasto go into that plant 4 W ho pays for that ? 


Mr. O'Nem.. As a matter of fact, the tire industry does. You 
charge for all that. You charge it in the cost of the thing and we 
pay it. 


Senator Tryr. I realize that, but when vou must put a new boiler 
or a new pipe in there, is it the Treasury Department, the State De 
partment, or isit the RFC # 

Mr. O’Nemyi. RFC gets enough money to do all that and have 
right along. 

Senator Taye. Do you mean from you 4 

Mr. O'Netti. From the manufacturer. 

Senator Tuyr. Do vou mean the man who operates that plant ¢ 

Mr. O’Netms. No: anybody who buys the rubber. They put a 
price on it that covers all that. 

Senator Tryr. I am just trying to find out how vou got to operate 
this Government owned plant. 

Mr. O'Nerut. All the rubber companies have it. We are not the 
only people. (ll the rubber companies know that. They are 
operated by rubber ( ompanies. 
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Mr. Suaver. Altogether? 

Mr. O’Neity. Altogether. 

Senator Tuyr. Then the Government is in business and they do not 
know it. They own the plant in which you make rubber ? 

Mr. O’Neitu. That is right. 

Senator Tryr. And you sell the rubber for profit ? 

Mr. O'Nei. No: we have no sale of it. The Government sells that 
rubber. 

Senator Tryr. I know, but the Government is the purchaser. The 
Government owns the plant and the Government purchases the prod 
uct as the plant processes it, and you offer it at the plant at cost plus. 

Mr. O'Neinn. No. 

Senator Tuyr. I just want to learn something about our Govern- 
ment. Lam trying to find out how we do things. 

Mr. O’Netti. They pay us so mue ‘ha pound for operating the plant. 

Senator Gitterre. For the rubber the Vv accept f 

Mr. O’'Nemu. That is right, for all the rubber that goes through 
there. 

Senator Gitterre. Do they buy the butadiene 

Mr. O’Nerui. Yes. We operate the whole Pp a ant and so does eve ry 
other rubber company operate the whole plant. 

Senator Lone. What you had was a management contract with the 
Government and the Government pays you a fee to manage the plant 
and the Government buys what goes in and owns what comes out. 

Mr. O’Ner. That is right, and then they turn around and sell 
back to us. 

You understand, the Government does not have any stock; they are 
a broker. 

Senator Giuterre. I do not believe that gives quite the picture that 
I had in mind. Senator Long said that they pay vou a fee? 

Mr. O’Netu. That is right. 

Senator Gitterre. Do they pay you a fee / 

Mr. O’Newux. They do. 

Senator Gitterre. How much? 

Mr. O’Netni. I do not know exactly what it is. 

Senator Gitierre. Is it based on the pounds of production ? 

Mr. O'Neiwn. That is right. 

Senator Gitterre. Then your compensation is what the Government 
pays you per pound for the rubber you produce in the plant that they 
accept ¢ 

Mr. O’Neiti. That is right. 

Senator GILLETTE. And the rubber that vou produc e in the p Nant 
they do not accept, you have to pay the Government for? 

Mr. O’Nemu. Yes. 

Senator Gitterre. There is your loss? 

Mr. O’Neuw. That is right, that is where the loss runs. 

You see, ordinarily if you operate a plant in the synthetic proposi- 
tion, you make about a half of 1 percent of your stuff bad. You have 
to take that and you figure that in your cost against your fee if you 
see what I mean. However, there was a while when we were trying 
to limit this moisture content when we were making 50 percent of our 
stuff bad. 

Senator Giitetrre. Do you have a time limitation on your manager 
ship contract ? 
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Mr. O'Netii. T suppose so: I do not know. It is all in the contract. 
Senator Lona. Mr. O'Neill, how vood is this synthetic rubber now ? 


fs it substantially better than it was during the last war 4 
Mr. O'Netin. Oh, my, ves; very much better. 


enator Lone. If you had LO make a tire entirely out of synthetic 
nila it compare TO the tires that we are making today 
re u GO ibout -percent I atural rubber ¢ 
.O' Neri. On some small sized tires you could make it 100 per 
oO! svnthetie, 
Do you mean l) assenger automobile tires 4 
That is right. 
: >that would be 100 per- 


e certain things that the svn- 
Ini your mner tubes today on 
natural rubber for inner tubes 


superior over 
fo} 
. Oh, ves. There is no question about it. 
Do you believe that just an improvement in the 


ld give you a large additional supply of synthetic rubber, 


' + 1) / 
present time é 


O’Nermu. That is right. 


or Lone. It is your feeling that rather than stockpile the rub 
ild do better, do IT understand, to stockpile the manu- 


/ 
| 


O’N; ILL. You would hot stockpile them. 
tor Lone. You would not stockpile them 4 
* ONermn Oh, no. They are wav behind on them now, vou see, 
banieanslc 
! OCK r 


I 


The tires on the automobiles are stockpiled them 


That is right. 
lis] is is: You today have trailers going 
‘ar, With just one tire on one side and 
nas a spare tire carrying it under his 
mav not use it for 2 vears and 
ing two tires ; 
Senator Gitterrr. Do you mean a truck-trailer ¢ 


Mr. O’Nemuu. Yes. 
Mr. Suaver. Is that why vou said a while ago, Mr. O'Neill, that this 


lditional rubber which will be available after reduction, why it 
ould be spread across for truck tires and other essentials ¢ 
Mr. O'Neinu. That is right. 
Senator Lone. As T understand it, we are not stockpiling synthetic 
That would seem to be somewhat ridiculous, would it not, to 
ile S\ ntheties ? 
O'Ner~i. Let me tell you something. RFC told us that by 
synthetic would be running out of our ears. Now they are 
o us down, and they have not increased it at all. 
lator LONG. In youi OpInion, do you think it would make better 
e to tell everybody to go ahead and make all the pure synthetic 
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products that they want and to give them all they need for that, for 
tubes, and so far as you can make a synthetic tire, to go ahead / 

Mr. O’Nemtn. You do not have enough synthetic to do that yet. 
You will have eventually. We have sold this process to the ¢ anadian 
Government. They are making it and using it. 

Senator Ginterre. Who told vou synthetic would be running out of 
your ears by the Ist of April ¢ 

Mr. ( Ny ILL. | do hot like to quote it but it Was ali REC Mmahacel 

Senator GinLterre. | mean the Government agency. 

Mr. O'Nemun. That is right, it was the REC. Thev said svnthet 
rubber would be running out of our ears by April. 

Mr. SHAVER. Is that the saline person who told Vou they 
take this new process ¢ 
Mr. O’NE WL. They have not told us. Th ; ive been areulne 
and forth. One of their fellows Says ie, “Look, don’t tell 
this if you haven't got a patent on it.” ' : rething vou have t 
get ina hui ry 5 ut takes »> Vears to get a patent. . 

This is know-how. We do business with Ford. General Mot: 
and Chrysler. 

The other day we happened to make a cle velopme) t that interfer 
with a certain patent, that one of these automobile companies had 
It saved considerable labor. We found that they had a patent 
We showed them they could Sve labor (>) their OWT) in I tak he { 
our way. They made a deal with us right off the reel. They said, 
“Show us how Dayton can make this stuff and vou can | j 


cent. 

We vota wonderful deal rioht off the reel, and ther al 
the patent on it. They let us sell that same thing to C 
Ford. Do you See what | mean é 

That the Way outside business is done. 

Now. you see, here we make this development. Do vou realize 
that your Rubber Reserve thing has been ruh like Russ a é Y« 
couldn’t even run Russia that way. They do not want to compensat 
any body for extra effort or extra pel formance. 

Mr. Suaver. You mean Rubber Reserve in REC / 

Mr. O’Netww. Rubber Reserve is the same thing. It 
the RFC, or Rubber Reserve owns REC. I do not kno\ 
who. 

Senator Guuterre. Mr. O'Neill, this is a phase that this s 
mittee is eoIng into fully. There are factors in this which oy 
series of years have been manipulated for monopolistic controls 

What you referred to a little while ago, the setting up of a pool 
in the early stages of the development of the Sy nthetie-rubber process, 
that was a contest. even at that time. to control the source. \t that 


: } 
orichiil 
] 
' 


partieul: r time there was a bitter contest between the a 


source and the petroleum source, both of whieh can be used to man 


facture butadiene. Llowever, the control of an Industry ot that mMacni- 
tude was a erent problem then. and it isa oreatl problem now, not ol ly 
for the war effort bui for the future. We hope to develop that. We 
appreciate very much the comments you have made and the testimony 
you have given, which will be of value to us in the studies that we 
make, 

Mr. O'Netu. You will understand, Senator, that in the rubber 


business four companies in Akron control 50 percent of the rubber 
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business in the world outside the United States. That is, without 
any protection from anybody, we have been able to go ahead and get 
the business because we have a better and a greater know-how. 

Senator Gitterre. You have no personal knowledge of the cor- 
porate structure of these so-called Big Four companies and their rela 
tionship, if any, to manufacturers of passenger tires, do you? You 
have no personal knowledge of it? 

Mr. O’Netu. I do not understand you, Senator. 

Senator Giuuerre. As to whether the directors in the Big Four, 
whether there IS any interlocking directorate connection between the 
Big Four, their directors, and the directors of the passenger-tire manu- 
facturers, 

Mr. O°Neru. I do not think there is any trouble there. 

Senator Giuzerre. I do not know that there is any trouble. T am 

if you have any personal knowledge of it yourself. 
I have a good deal of knowledge of things like that, 
loa great deal of business with the large automobile com- 
think they are eminently fair and will give anybody a fair 
| do not think there is anything to that at all. Ido not think 


] 


My oTreat complaint is that we have it under a banking group 


I was a banker for a while too, but I never admitted it in public 
b fore. 


| ne W LV you Succes ed in busil Css is to pay a fellow when he develops 
something. 

Here is our group of scientists. They are very proud of this 
development. I cannot give them anything. Unele Sam will not 
pay me anything. Do vousee what I mean ? 

He Sa’ s,“ You have to sue me to do it.” 

Do you know what this Court of Claims is? I was told long ago 
hat vou better not do business with a customer you have to sue and 
whether that is Uncle Sam or anybody else, I am on that basis. 

Senator Gritetre. We are not in the process of investigating the 
Court of Claims. That is another difficulty. 

Are there any additional questions ? 

Senator Lone. Would you mind briefly reviewing what you believe 
the relative merits or demerits of the order are ? 

Mr. O’Neizz. I think that the Munitions Board or anybody else 
who is filing this stockpile of crude rubber, that if they cut down any 
twin-bead truck tires, or any camelback or any repair stock, they are 
very foolish because it is more important to build those and get them 
now than to put it in that stockpile. I will guarantee this, that we 
will be able to make enough additional synthetic rubber—if the Gov- 
ernment will not make this deal with me I am going to put in my 
own synthetic plant and I will put it in. 

Senator Lone. Do we understand that you feel the Government 
should not restrict you at all in the manufacture of truck tires? 

Mr. O’New.. Large-sized truck tires. I do not mean small-sized. 
There are a lot of small-sized tires that are the same as passenger 
tires. I mean a twin-bead truck tire. That requires natural rubber, 
a certain amount of natural rubber at present, because we have not 
yet discovered how to cut the heat down quite as much. I hope we are 


going to do it. 
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Senator Tarr. Your synthetic rubber is inclined to be stiff and 
dloes not have the grip on a wet pavement. That is what you are 
irving to overcome / 

Mr. O'Nem.. We are overcoming them now. We have quite a few 
contributions. We have another thing in mind now. That will not 
lickusatall. Tam not afraid of that at all. 

[ am afraid of this, however: these great bio fellows that I told 
you about who know how to make tires, do not . row them out of 
that job. In the last war you sent airplanes to the front to get them 
back. 

Senator Tryrr. You mean the men with the know-how to do the 
job, But, going back to the synthetic, the one objection to it was the 
heat factor. 

Mr. O'Netixi. That is right. 

Senator Titre. Secondly, it was not a safe tire on a wet pavement / 

Mr. O'Nettn. That is right. 

Senator Tire. And thirdly, it was a stiff tire. 

Now, if vou have overe ome and can overcome that then your natural 
rubber could go into stockpiling and could be used for military pur- 
poses wherever they need it, and synthetic would take its place in the 
commercial field. 

Mr. O'Neiwi. That is right. 

Senator Thy E. Are you cle: iling rW ith a problem of overcoming the 
( levelopme nt that is necessar Vv to overcome the heat question and the 
factor of dange rona wet pave ment / 

Mr. O'Neiiu. I think we have overcome the danger on a wet pave 
ment, 

Senator Tnyr. Are you in any manner hindered by the Govern 
ment from proceeding as you would like? 

Mr. 7" Ny ILL, No. 

Senator Ture. What assistance do you need to go the full distance 
of your know-how in developing that type of tire? 

Mr. O'Neriu. The greatest assistance we want is to be let alone. 

Senator Tuyr. Who is interfering with you ? 

Mr. O’Netti. They are interfering in that they co not give us 
enough rubber. They are not giving us enough rubber. 

[ think that the twin-bead truck tire should never be cut down a 
bit. They should have enough natural rubber to make all the twin- 
bead truck tires that anybody can make. It will be a question of 
manufacturing capac ity. 

Senator Lone. Those are in short supply and in your opinion they 
ure badly needed for the transportation industry ? 

Mr. O’'Newu. That is right. 

Senator Lone. Therefore, anybody who wants to make them should 
be able to make all he wants to ? 

Mr. O’Newy. That is right. 

Senator Tnyr. If you were telling this committee just what to do 
in the next 2 weeks in order to bring about an action that would over- 
come our rubber-supply shortages 

Mr. O’Neu (interposing). You know we would not have had 
nearly as much shortage if we had not advertised this so much, 

Senator Tuyr. What would you tell us to do? 

Mr. O’Nemt. I would say that I would give to Mr. Spencer addi- 
tional crude rubber so that in the April and May allotment they do 
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not cut down any truck tires or any—well, of course, for camelback 
you are using mostly synthetics now. As a matter of fact, your syn- 
thetic is making a better camelback than natural rubber. 

Senator Ture. How would you answer the military when the mili 
tary says you are jeopardizing our defense program / 

Mr. O'Neitt. Do you know how I would answer them ? 

Senator Ture. That is just what we want to know. 

Mr. O’Neiuu. Here is how I would answer them: Gentlemen. we 
know the rubber business. You know how to shoot and fight: we 
know how to make rubber, how to convert rubber and have done it 
und are controlling 50 percent of the world rubber business and I 
will be damned—lI won’t tell them how to run the strategy of a war 
will they please leave us run the rubber business. 

Senator Tuyr. We are seeking information. We want to crack 
this nut. 

Have you told some body that and they have not listened to you! 

Mr. O'New. I have told them plenty. 

Senator Ture. You have told them plenty, but you did not convince 
them. 

We are endeavoring here to find a way to be of some assistance to 
this man who has had to shut his plant because they have not given 
him a rubber allocation. They have taken all the rubber aw: Ly from 
him. He has shut down his plant. That is serious because those people 
are unemployed. This man here has his life savings tied up in that 
plant. That is serious. It is no laughing matter in that community. 
We want to ove rcome it. 

If you coulc | show us where somebody here in the Government either 
willfully or st: pidly i is denying you the right to do what you want ta 
do, we want to ta. about it. 

Mr. O'Nettw. The thing that is absurd is to stockpile natural rubber 
and to throw people out of work, right now, who are making the very 
tires that are necessary for the transportation industry. It is absurd 
todo that. That is not really stockpiling. That is an absurd propo 
sition. 

Now, I will say this much: There is no doubt but that in the last 

ir there were certain little fellows who were given certain privileges 
that they were not entitled to at all. With ladies present, I cannot 
tell vou about one of the rubber products—the money they made on 
some of that stuff. As a matter of fact, respectable manufacturers do 
not make that kind of stuff, but they got plenty of rubber. They were 
just granted all kinds of rubber. A rubber man would not have given 
that. That wasa Government man who did that. 

Mr. Suaver. How do you feel, Mr. O'Neill, on the condition of the 
rubber industry after April 14 I would lke for you to go into that 
just a little more. 

Mr. O'Nerti. By not cutting down a single twin-bead truck tire— 
when I say “twin-bead,” I mean the large-sized truck tire—or cut down 
anvone any amount of camelback for repair. 

Mr. Suaver. What would vou do about the passenger tire? 

Mr. O'Neu. You must realize this: The normal business i in tires is 
about 55 million tires a year. That was about 55 million. You must 
r alize there are over 30 million buyers of tires and when you add all 
that publicity about how scarce is was going to be, if 30 million people 
vot excited and bought two tires, they bought more tires than we ever 
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made. That is exactly what happened. There is a certain amount of 
hoarding in the hands of the passenger-car owners. 

I do not think with the spares and everything else the passenger-tire 
fellow is going to be hard hit for a long time. 

However, when I see these trailers going down the road with just 
two tires, I think that is absurd. 

Senator Lone. If during the time we expect a shortage of natura] 
rubber we simply announce we are going to have to make a slightly 
inferior tire for a while until we build up the stockpile, would that not 
slow down the demand for tires enough during the interim, on pas 
senger tires, to get over this hump? 

Mr. O'Newx. I do not think so, and IT will tell you why. Your 
dealer would assure them that this was one of those that was not that 
tire. Ido not think you could do that. 

[ want to tell you something. I did not intend to bring this up and 
I want to be careful how I say this, but you must realize that by putting 
rubber up to this price, in stockpiling, you immensely help some Com 
munists over in North Korea. You immensely help them. You put 
that price up and you advertise that there is going to be a shortage 
and we had to outbuy everybody. Do you realize we are taking our 
funds and backing up all these countries in Europe who are competing 
with us and they have no restriction whatever’ They do not have any 
restrictions whatever. 

Take your Chinaman. He is quite a practical fellow. When you 
have rubber up that high, quite a few of them made a lot of money on 
that. They made an awful lot of money. 

Here is another thing. oe is something that gets into the thing: 
Certain large manufacturers have their own rubber plantations. When 
you put rubber up to 70 and 80 cents a pound, you have made a lot of 
extra profit for them in those rubber plantations. They are entitled 
to have it. I didn’t go into that. It was their good judgment that 
they did it so they are entitled to have it. But when I come to the 
Government department and say, “Look, you are paving those guys 
out of Government taxes for the extra money you are putting into 
rubber that vou are stoc! spilling. I want to save you so much money. I 
can save you this much,” and they cannot find out how to do it, 

I just say, “Please, just show me how to compensate for this. 1 
Want you to pay so much a pound if you take this rubber of mine and 
iust let it stand on its own feet. If people do not want to pay it, we 
will let it stand on that.” 

That isall asked them. They have not been able to come through 
vith an idea. There is only one thing. I am not going to wait until 
can sue Uncle Sam. He is a very difficult guy to win a lawsuit 
ngalnst. 

Senator Tarr. Mr. O'Neill, why do you not process the rubber and 
then proceed to make it into a tire? 

Mr. O'Neiti. We have done it. This is not any crazy thing. We 
have had 50,000 pounds a month of this made up in Can: ada. We have 
made this into tires. We have proved this. This is not any crazy 
inventor’s notion; this is a proved fact. This is an answer to the 
thing. If you will get rid of some of these fuddy-duddies, these law 
vers, vou have down there in REC, you would get by somewhere. 

Mr. Smaver. I have one question, Mr. O'Neill. Who is going to 


make these truck tires unless there is some reappraisal of our present 
policy 
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Mr. O’Neiwi. People who are now making them. 

Mr. Suaver. How can some of these smaller ones make them if they 
cannot get the rubber / 

Mr. O’Neiwii. If they do not have the equipment to make them, why 
should they be allowed to make them ? 

Mr. Suaver. I mean the rubber under the allocation program. 

Mr. O'Neua. Mr. Spencer can tell me better than this, but if you 
will set aside 12,000 tons for April of extra rubber, and maybe not 
that much, I think you can take care of everybody on truc k tires. 

Mr. Suaver. That is the point I want to develop. 

Mr. O’Nemt. Where is Mr. Spencer? He knows about it. There 
is the expert. He knows more about this than I do. 

Mr. Suaver. I appreciate that and we are going to get to Mr. 
spencer. 

Mr. O'Nettxi. He is a Government fellow too. He is a pretty good 
one too. 

Mr. SHaver. You have said to set this aside for everybody. Not 
just the Big Four. 

Mr. O’Neww. That is right. 

Mr. SHaver. In other words, just 25 percent reduction should be 
spread across the board for truck tires ¢ 

Mr. O’Newu. That is right, but that is not enough. That is only 
synthetic rubber that you save there, but what you should do is this: 
You should really release an extra ten or twelve thousand tons of nat- 
ural rubber. That is, you should permit the use of 10,000 tons of 
additional rubber in April. 

Mr. SuHaver. For everybody ¢ 

Mr. O’Neiwi. That is correct. 

Mr. Suaver. That is the point I am trying to develop. 

Mr. O’Neiwx. That is right, for everybody. 

Senator Lone. Can we save that natural rubber somewhere else? 
Would you recommend cutting it back in the passenger cars? 

Mr. O’Netti. You must realize this, fellows: There is a point in 
a manufacturing thing where you do not save rubber by using less 
of it. You will save actual rubber by using more of it. 

In other words, we are very proud—now get that point—we are 
very proud, the American rubber industry is very proud, of the de- 
velopments we made in synthetic rukber. You must realize this was 
a German patent bought in Germany and we so badly licked the 
Germans that they did not know what hit.them. We said we were 
going to get synthetic rubber that would lick natural rubber, but we 
have not gotten it vet. 

You let us use enough natural rubber here and I will guarantee 
within 6 months you will have a saving in your stockpile because the 
tires are going to wear better. further and pnger. 

In other words, you can be very short-sighted in saying we are 
dreaming about what we are going to develop. 

1 am critical of RFC. They have been hoghened considerably with 
this investigation. 

Senator Tnyr. Have we enough raw materials to make the alcoho! 
and byproducts to go into synthetic rubber ? 

Mr. O'Nemx. Certainly. 

Senator Tiyre. You say “certainly,” but—— 
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Mr. O'Newu.. You must understand the proposition I am proposing 
on 22 percent more does not require 1 ounce more of butadiene or 
the other ingredient. That is a definite saving. When I say 22, the 
Canadian synthetics said 40, 

Senator Tnyr. However, you must have material to make the 
products that go into synthetic rubber. Have we a sufficient amount 
so we can draw unlimitedly on that supply ? 

Mr. ONet. If you will take our proposition, you have. 

Senator Tuyr. Do you mean, in other words, that you could pro 
ceed under your proposition ¢ 

Mr. O’Neiti. You would have plenty of synthetic rubber in 2 
months. 

Senator Tuyr. And you would not exhaust your supply of grains 
that go into the manufacture of it? 

Mr. O'Neww. You would not have grains, 

Senator Tuyr. You have to have something. You do not make it 
out of air. 

Mr. O'Newn.. Youare making it out of petroleum. 

Let me tell you. Do you realize this? You are making it out of 

i lot of waste gas also. These oil fellows are awful smart and they 

can be awful short of something when they want to be. 

Senator Gitterre. You are making it out of butadiene, the alcohol 
source or the gas source. If you are using grain alcohol, you do not 
have to use high priced grains. You can make the alcohol out of 
any vegetable product. Even sawdust piled down here in the 
Carolinas. 

Mr. O’NerLu. So they tell me, yes. 

On the other hand, you will have plenty of butadiene if you take 
some of the processes we have right now. I do not think the Govern- 
ment has to spend another $300,000,000 for some of these facilities at 
all, because we can take the present butadiene, and the present 
styrene. 

Senator Gitterre. The subcommittee is going inf that phase of 
it if we can possibly reach it. We are very grateful to you for your 
suggestions. You have made some suggestions we will pursue. 

Senator Lone. You feel that you have a process, if you can work 
out terms to be remunerated for it, that could expand production by 
20 percent without any additional f iilities ? 

Mr. O'Netmu. We guarantee 22 percent. Within 4 months we think 
it will be 40 percent, but for 22 percent we guarantee with all the 
assets of the General Tire & Rubber Co. 

Senator Lone. Have you used that on a pilot plant or any actual 
plant ¢ 

Mr. O'Newn. Yes. We American citizens were forced to go up to 
Canada to complete our development. We could not do business with 
our Government. We could not do business with our gang here. We 
had to go up to Canada to make it. 

Senator Long. In Canada, you have actually used the process / 

Mr. O’Nemi. We have used it here. We had it made in Canada 
and imported here. Not any small quantity; 50,000 pounds a month. 
Do you see what I mean? We have made tires, we have run the tires, 
we have tested the tires. This is not any new thing. This has been 
going on a year and a half. 

Senator Lona. Is that an all-synthetic tire ? 
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Mr. O’Neriu. It is made of the same ¢ ‘ompounds that you have here. 
[t is just a substitute for the present synthetic. It isa better synthetic. 
It costs you a little bit less; it uses a lot less of scarce m: aterials. 

Senator Long. Does it use natural rubber / 

Mr. O’Nema. It only uses natural rubber the same as you use it in 
any other compounds, 

There are certain things natural rubber gives you that we have not 
vel been able to lick, but I am telling vou, I would not be surprised 
if within 2 years the total natural rubber ever used in this country 
would not be over 200,000 tons. 

Senator Lone. You were speaking of obtaining so much of the nat- 
ural rubber. One good thing that comes out of that is, if we have to 
pay 70 cents for natural rubber, it will not be long before the synthetic 
producers will probably improve their process to the point where we 
will not need natural rubber. 

Mr. O'Newii. If you will give them an incentive. If you insist that 
Ciicle Sam is not going to pay anybody a reward for extra effort, you 
will never get anywhere. 

Senator Lone. You believe the Government should turn the plants 
over to private industry entirely ¢ 

Mr. O°Neitxz. Now you are talking. Take off the Government 
shackles and vou will have all the rubber you want tomorrow. 

Senator Humpnrey. Would you suggest we permit several plants 
to have this opportunity ¢ 

Mr. O'Neitnt. Certainly. 

Senator Humpnrey. As many as want to get into the field? 

Mr. O'Newti. Certainly. You see, you have had shackles on the 
thing. 

Senator Humpurey. What are these shackles?’ What incentive do 
you think vou need and, secondly, what are the shackles / 

Mr. O’Neityt. You should be paid for anything better, any better 
work that you do, because you have to pay your men, Do you see 
what 1 mean / 

Suppose you have a chemist who has devoted all his life to a certain 
thing. Suppose he comes through with a very wonderful idea. But 
you say to him, “I can’t give you anything extra because Uncle Sam 
will not give me any extra.” 

Senator Humpurey. What do you mean by “extra”? Extra what ? 
Iextra money / 

Mr. O'Neitn. Extra money. You see, you are running the RFC on 
a Socialist basis. You are running it on a basis that even Stalin 
found would not work. He Sia he had to give an incentive in his 
airplane plants to people. When he could shoot a fellow if he did not 
work, he still found he had to pay him a little extra if he did some- 
thing better. 

Our men are even behind Stalin on that one, you see. 

I have spent hours arguing with these fellows about how to do it. 
Please give me an idea. I do not care what it is, just so I can pay my 
fellows and get some reward out of the thing and I have not been able 
to get it through. 

Senator Humpnurey. What is this specific control the RFC offers in 
way of incentives / 

Mr. O'Netmy. They give no incentives. 
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Senator Humrurey. What control do they use to deny the incen- 
tives? 

Mr. O’Netix. Well, they will not pay you, that is all. They will 
not pay you. 

Senator Humrurey. They pay you for the rubber, is that right? 

Mr. O’Newn. That is right. But I say to them, “I can save you 
this much money. I can make this much more in this plant. Will 
you pay me extra?” “Oh, no; we can’t do that.” 

Senator Gitterre. They tell you they are not engaged in research / 

Mr. O’Nemu. No; that is the whole trouble. They have spent 
hundreds of millions of dollars in research and they are a little 
ashamed of the fact that they have not developed very much and the 
reason they have not developed very much is because they have not 
had this incentive system in effect. 

They have spent oodles of money. We never took any of it. 

Senator Ginterre. But they tell you to get a patent and bring your 
patent in? 

Mr. O’Netiu. Oh, yes; but that will take 3 years. 

Senator Lone. I suppose one of the diffic ulties is that anybody who 
gets an idea wants to keep it to himself and get into a position where 
he possesses the patent on it and gets in a position to work it out? 

Mr. O’Newn.. That is right. If we operate a business and a man 
comes to us with an idea that will save us some money, we will com- 
pensate him. We do not ask wnt: you have a patent on it?” We 
try to see if we can cover it by patent, yes, but whether we get a 
patent or not, if he saved us some money, we pay him. But RFC 
does not believe in that. 

Do you see what Lmean? They claim that they do not do that. 

You have fellows in RFC sometimes, even brought in from indus- 
try, occasionally, who are quite competitive, if you see what I mean. 

If you put an incentive system in there, you would not have any 
troubtie. 

Senator Humpnrey. If you could develop a process making syn- 
thetic rubber at 20 cents a pound cheaper than under present methods, 
what you are talking about in terms of incentive is to go to the RFC 
and say, “Look, pal, I can make it 20 cents a pound cheaper than 
you are getting it now. Will you give me 10 cents/” Is that what 
you are ti king about ? 

Mr. O’Newu. That is right, but I am not asking for that much 

Senator Humpnrey. Is that the idea? 

Mr. O’Nety. That is it exactly. 

Senator Humpnrey. If you can come up with a process which will 
cut the cost of rubber production at the present time you feel you 
should share in some of those benefits on an incentive system / 

Mr. O’Neitz, The reason I feel I have to share is this: 

No. 1, our competitors have an extra margin that thev make in their 
rubber plantations outside of the United States because of the high 
price at which you pay for rubber. That amounts to a lot more than 
[ am asking for from RFC for a saving I am going to make to Une! 
Sam, 

Now, We say, * ‘Please find out how to do this.” 

This _— who Was connected with REC said to me, Look. I al 
ways tell a man when he comes in to me, have you a patent on it.” I 
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said, “Well, we have applied for a patent but it takes 3 years to get a 
patent.” 

Senator Tuyr. Mr. O'Neill, when did you apply for the patent ? 

Mr. O’Neiixi. Oh, several months ago. We did not intend to apply 
for a patent until we had everything ready, do you see what I mean? 

Senator Ture. Yes. 

Mr. O’Neit. We were keeping it strictly to ourselves and strictly 
confidential because, as I say, secrecy in industry is much better than 
patents. 

Senator Gittetre. Did you get a Canadian patent ? 

Mr. O’Netti. No; we are going to get a Canadian patent and will 
get one all over the world. 

Senator Gituerre. You applied for a Canadian patent ? 

Mr. O’Netmz. No quicker than we did here. 

Senator GiLtteTre. At the same time / 

Mr. O’Neitu. Yes. 

Senator Gitterre. You were manufacturing it up there then with- 
out a patent ¢ 

Mr. O’Nemx. Surely. We have a deal with the Canadians. The 
Government up there is more reasonable than our Government. 

Senator Tuyr. But you have now applied for a patent, so as time 
unfolds, you will get closer to the day when you get a patent ¢ 

Mr. O’Nemu. That is right. It takes 3 years to get it through the 
Patent Office. 

Senator Lone. The probabilities are, if this rubber program was 
turned over to ordinary private industry, and if the Government would 
give the rubber industry the same type of consideration they have 
given the steel industry and the cement industry on their new plants 
for amortization, the rubber shortage would disappear before the 
papers were completed ? 

Mr. O’Nemu. There is no question about it. 

Senator Gituertr. Is that all, gentlemen ? 

We will thank you again, Mr. O'Neill, for being so helpful to us. 

Senator Guttette. Mr. Irving Eisbrouch, vice president of the Day- 
ton Rubber Co., Dayton, Ohio. 


STATEMENT OF IRVING EISBROUCH, VICE PRESIDENT, DAYTON 
RUBBER CO., DAYTON, OHIO 


Senator Gitterre. Yours is a corporation organized under the laws 
of the State of ¢ Yhio. 

Mr. Ersrroucu. That is correct. 

Senator Grttetrr. What is your official position ? 

Mr. Ersproucn. Vice president in charge of tire sales. 

Senator Gitterrr. Do you have a prepared statement of any kind? 

Mr. E1rsproucn. No, sir. 

Senator Gitierte. I will turn you over, then, to our counsel, Mr. 
Shaver, who will proceed with the interrogations he wishes to present. 

Mr. Ersproucu. Yes, sir. 

Mr. Suaver. Mr. Eisbrouch, you heard the witnesses yesterday re- 
peat time after time on the : advisory committee meetings relating to 
the orders emanating from the National Production Authority. 

Were you a member of _ advisory committee ? 

Mr. Ersproucn. No, si 
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Mr. Suaver. Do you have any knowledge of what transpired from 
these advisory committee meetings ? 

Mr. E1ssroucn, Yes, sir, I attended several of them, accompany- 
ing our president, Mr. A. L. Friedlander, who is a member of the 
advisory committee. : 

I might say this in that connection: At an advisory committee 
meeting which was held on, I believe, February 27, the question arose 
at that meeting, raised by Mr. Friedlander, I ‘be lieve, as to the effect 
* the base period on the ‘industry which was originally recommended 
by the NsPC Committee, which operated then under the old R-1 
order, back in August—I am not certain of that—and he described 
at that meeting, the basis upon which the original base period was 
recommended by the industry, to Government. These are not his 
exact words but this is the effect of his statement. He stated that that 
base period was recommended with the distinct understanding that 
it be coupled with the idea that liberal treatment was necessary in 
connection with appeals for adjustments. 

I might say that at that meeting, his remarks were agreed upon in 
two ways. First, certain members of the committee backed up his 
statements orally. Other members of the committee who sat and 
heard the statements were silent, and I presume by their silence, 
agreed with the statements that he made. 

Mr. Saver. Was this Mr. Friedlander to whom you refer? 

Mr. Ersproucn. Yes, sir. 

Mr. Friedlander made these statements in connection with the new 
set of standards which were imposed upon the industry, on february 

19, because in his opinion, they reshuftled, so to spe ak, the allocations 
of the various companies within the industry to such a degree that it 
was bound to bring hardship on him. He pointed out that if those 
same standards were in the hands of the original group who recom- 
mended the original base period, or “the” base period, I should say, 
that the base period never would have been chosen. 

As a matter of fact, my own personal opinion is—and I think this 
is shared by many members of the industry, if not all of them—that 
any period of time chosen as a basis for the allocation of rubber across 
this industry is bound to be unfair to m: uny individual companies and 
many segments of the industry. 

Let me take a moment and explain why I say that: The concept 
that this is one industry is, in my opinion, an erroneous concept. 
There are at least 20 or more individual segments of the so-called 
rubber industry, who process rubber. This industry does not con- 
sume rubber, This industry simply processes the rubber. The 
rubber is consumed actually by those using the products manufac- 
tured by our industry. 

[t is hard to conceive that any period of time chosen as a basis 
for distribution of rubber in a critical period such as we are in, could 
necessarily be a correct period of time to serve the best interests of the 
Nation, the industry, or the consumers of rubber. 

Let me explain: Mr. Fleischmann yesterday properly touched on 
the necessity for essenti: ality in de aling with the distribution of rubber 
ina period such as we are in. That indicates that certain segments 
of the industry and the products they manufacture are more essential 


- in other segments, and we found out during the last war that that 
Vas true. 
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Unfortunately for our industry at this time, there has been no study 
made which can be quickly transmitted into a distribution of the rub- 
ber based on essentialities. I believe it is this transmission period 
with which we are today dealing. It is the problem of this transmis- 
sion period that we must deal with. 

Senator Gitterre. Is it your contention that the selection of a yard- 
stick or base period is not the proper approach, that it cannot be select 
no matter when you select it so that it can be applied fairly? 

Mr. Ersproucu. Mr. Chairman, a base period, representing a period 
of time, might be chosen for each segment of the industry, which would 
be fair to that particular segment, but it cannot cover the entire 
processing industry. 

Senator Gitterre. That would mean 20 yardsticks, then ? 

Mr. Ersnroucn. It might well mean that, sir. 

Senator GitLetre. What do you suggest as a substitute for the selec- 
tion of a base period for equitable distribution / 

Mr. Eispsroucn. The substitute for that has been commonly called 
by many names. We called it the CMP plan, I believe, during the 
last war 

Senator Giuterre. What is that ? 

Mr. e1sBre UCH. It isa study ot direc ting rt bber to essential prod- 
ucts within the industry. 

Senator Gitterre. You have used the yardstick of essentiality then. 

Mr. Ersproucn. Yes, sir. 

Senator Gruterre. But you have just said there is no study made 
to determine the relative essential needs. 

Mr. Erssroucn. I am certain studies are being carried on but I do 
not believe they have been completed to the point where they can be 
applied, say, April l. 

Senator Giuttetre. Then, in the meantime, what yardstick would 
you use ¢ 
’ Mr. Ersprovcu. In the meantime, Mr. Chairman, I think we must 
look at it this way: As Mr. O'Neill said, we know, without investiga 
Lion, that there are many products within the industry which are 
essential. Truck tires, the large dual-bead truck tires that Mr. 
O'Neill spoke of, are in terribly short supply. Every company within 


this lustry who can pro luce those truck tires should be given a free 
and in processing the rubber for production of those truck tires while 
we are in this period of study as to essentialitie: 

Let me po ht out to you, this: 1 at action has been contemplated 
effect ve April 1, ror a seoment of the l i! be} naustry, and | believe 
will be incorporated in the M-2 order, or the revision of that order 
which will be relea ed etiective Api | P That dealt with eertan 
mechani il o ads Oo} prod of the lustry., of high essentiality. 

They are covered mostly | what know} n the trade as the MRO 
order. Rubber is actus \ elne rion ated directly to those companies 
‘or the specific purpose of ma turing those products. I say tl 
tive cLdnie thing ean b qaone truck tires, and ich rubber set a de 
for that purpose 

Now in the mtempl | order, for ie J r other, rubber 
was ( i ie for t! purpose \ \ ter of fact, there 1 
exch On OT the propo i ¢ ( tor tl oO de ot rubber ae) 
hat pt rp { 

Doe ( ( 
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Mr. Suaver. Mr. Eisbrouch, can you give the committee a state 
ment as to the difference in policy between, let us call it the pre 
February 19 order, and the post-February 19 order ¢ 

Mr. E1sproucn. As I stated before, it is my understanding that the 
original concept ol the base period Wiis to treat it vith liberality 
due to the fact that those people who eee the original 
period knew the enormous proble m of distributing rubber across t 

various segments of this industry, based on one period of time. 

For instance, take the tire business, which is perhaps the simp! 
end of the rubber business, even though it consumes the greatest 
( lantity ot rubber. ‘There are, I should say. three custinet part 3 Of 


Dist 


the tire industry. There is the original equipment passenger cat 
industry, as Mr ‘ Oy Ne} iL] poin ted out, which is 1h the hands ot fo l 
companies. There is the original equipment truck tire in LUSTY, 
probably shared in by some 10 companies. Then there is the repla 

ment tire industry, shared in by all tire manufacturers. 

When we attempt to spread across that segment, that simple seg 
ment of the rubber industry, let alone the 30.000 other sehypte icts this 
mndustry manufactures, we are up against it. [ have ore it sympathy 
for the people you have put in charge of this job of allocation of 
rubber. ‘They need to be given some freedom of action. 

Now, to get back to Mr. Shaver’s question : 

The standards, I believe they are called the criteria, [ have also 
heard them called—were set up in the February 19 letter of Mr. 
Fleischmann, attempted—and they were well done, academically— 


to set up standards for judging these hardship appeals. ee was with 
. p ap] 

out any consideratl hn, however, to the Oriel il concent ¢ » base 

} iod 


Mr. Suaver. In other words, in your opinion, Mr. Eisbrouch, ther 
was in fact a change in basic pol icy. 


Mr. KeIsBRot CH. | hey wat ard Mi M C Coy al cl Nh . FI Le 1S¢ hmann say 


there was not any change. [ am sorry. L must clisagree with 
them. lam not a lawver and I am not aitempting to say egal 
inguage, but to my way of thinking the concept of the base period 


on 
as changed, as it Was originally recommended by those people repre 


} 
enting inadustry. 


pir. SHAVER. I) other \ ords, the base period Was AoT" { } ny 
inderstanding of liberal hardship provisioi 

Mr. Krsproucn. That mv understanding. 

Mr. Suaver. Whereas, the February 19 it set up 
rin fo. ( tablishine } } rad 1) se ? 


Mr. Eissroucn. That is my opinion. 
Mr. Suaver. Did any group dictate the establishment of this b: 


Mr. Eisproucn. I am not sure that I understand what vou mean 


Lit ite 
Vir Sy | \V t croup recommended the hase 1 } { ‘ 
tablished 4 
Mr. Ersproucn. T believe there was a full cro ection of the 
try. Lam not familiar with all the names of those on the com 
Cec who served at the ft me but | helheve that those ! etrings were 
ended ind super ed, | should say, by Mr. Jim Si s of the Rub 
M facture) \ tio) Ind perhaps ve ! r} Wl hu ma 
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Senator Gitterre. You are talking about the Industry Advisor) 
Committee ? 

Mr. Ersproucnu. Mr. Chairman, Iam talki o about a committee tha 
was down here. I believe it was originally the NPSC Committe: 
They were not set up originally for this purpose. 

You must remember that the rubber naustry Was the first indus 
try to come under control. ‘| ne organiZatio was a little bit fus 
back in those days. 

This committee actually was dow} nere, Tor. | he] eve, another p 
pose. I beheve their purpose was to do t Mr. Bill O'Neill 


trying to describe, get quicker action from those controlling the 
thetic ‘tubber prod tion, to vet the } \ y along \ h the 
thetic prod on LUIS 
synthetic rubber production this country at that time. That was thi 
latter part of July, | believe. or early Aug 

They were brought nto 1 i rr , _ rather mexpected 
L think. to deal with a problem of qu ‘vy arrivine at a method « 


allocation of rubber. 
As early as October, t! ndustry ent 4 rd with NPA. 


believe tL Wa it that time to the iT ¢ ther : SK p hie 
that could be chosen that ws cal DK toa ert problel 

If you want me to, I believe I can find | quote from the rep 
that this industry submitted 

Senator Gititerre. That | not be necessary 
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drive out to Yellowstone Park any time | please and deny the rubber 
industry the rubber to permit me to make that trip. 

True consumption of rubber is in Government’s hands; not in the 
hands of industry. If you are to conserve rubber and if you deter 
— that it-is necessary to conserve rubber, then you must conserve 

t by prohibiting the consumers of rubber to use it. 

Senator LONG. How would you expect LO do that except by 
rationing ? 

Mr. Erssroucn. There is no other way of doing it that I know of. 

Senator Lone. You have heard the statement made here that this 
Nation can produce all WH synthetic rubber it can use. 

Mr. Etsproucn. Yes, s 

Senator Lone. Do you agree with that statement ¢ 

Mr. [ciSBROUCH. This Nation can produce and consume all the 
rubber that we are capable of producing today. I am sure we should 
look into the expansion of that synthetic rubber production, whether 
it be through Mr. O'Neill's process, or any ovnel Wily Wwe Call 1necreas 
the production of synthetic rubber. 

Senator Lone. Are you familiar with the quality of tire that is 
being or can be manufactured by using the synthetic process ? 

Mr. Exssroucn. I have some knowledge of that subject, Senator 
Long. 

Senator LONG. Do you beheve a satisfactory tire can be made for 
passenger vehicles without usIng any nati ral rubber at all In 1t¢ 

Mr. Ersproucnu. I believe a satisfactory tire can be made for pas 
senger cars with very little natural rubber in it I believe that better 
tires are made with cold rubber treads, and rayon carcasses for pas 
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stance. 
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Mr. Eisproucu. Yes; that is right. 

Mr. Suaver. How can we do that by assuring the smaller comp: nies 
adequate rubber to produce the truck tires under the allocation 
program ¢ 

Mr. Eissroucn. I am not an expert at this at all, but I take it 
from what has been done in mechanical goods. In the,proposed order 
which was handed to the Advisory Committee last Friday at a meet- 
ing here in Washington, rubber was set aside for specific allocation 
of certain products in the mechanical-goods field. 

Why could not rubber be set aside under specific allocation for the 
production of truck tires and give n to those peop le hol ling pr ior ity 
ratings necessary to get the rubber ? 

| am cert: un ‘th: ite very sm all co mpans 5 unde r tod: y's con iditions 
at least, could come up with those ratings very fast and thereb Vv give 
them all the rubber they needed to run their particular plant at 
capacity for truck tires. 

Mr. Suaver. What is your idea about taking the amount needed 
for truck tires from the passenger tires? 

Mr. E:ssrovcn. Mr. Shaver, I think that is not quite clear, at least 
to me, just what Mr. Fleischmann meant yesterday, and Mr. McCoy, 
too, 1 believe, in making the same statement. that that rubber that was 
saved by the reduction of new-car production could be transferred 
to truck tires. 

Actually, under today’s specific controls, the bulk of the rubber 
going into those passenger-car tires is synthetic. Under today’s end- 
product specific controls, for truck tires you would need a great 
deal more natural rubber. 

I would, therefore, say that if you want to deal with that rubber, 
with which I beheve you should deal, that it might be better directed 
toward has produe tion of camelback. 

Mr. Suaver. At any rate, it should be given in equitable proportion 
to the smi all rubber companies ? 

Mr. Etsrroucn. To all rubber companies. 

Senator Gitterre. Mr. Eisbrouch, I neglected, when you first took 
the stand, to interrogate you about your company. It is a manu- 
facturing company ? 

Mr. Erszroucn. Yes, sir. 

Senator GiLLETTR. ¢ rf various types of rubber goods 

Mr. Ersproucu. Yes, sir. We make mechanical rubber goods. A 
list of all the products we make has been turned over to Mr. Shaver 
We make mechanical rubber goods and tires, and, of course, many 
segments of indust rial products mainly. 

Senator Gruterre. Thank you. 

The committee is very grateful to you, Mr. Eisbrouch. 

The committee will rise at this time and meet again at 2 p. m. 

(Whereupon, at 12:20 p. m. the subcommittee recessed, to recon- 
vene at 2 p.m. the same day. ) 


AFTERNOON SESSION 


Senator Guerre. The subcommittee will come to order. 
The subcommittee meets pursuant to the recess taken before the 
noon hour. 


Mr. Norman Johnson. 
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You are Mr. Norman Johnson / 

Mr. JoHNson. Yes, sir. 

Senator Gruterre. Where is your residence ? 

Mr. Jounson. Portland, Oreg. 

Senator Giutterre. I note you are with the Griffith Tire & Rubber 
Cc 

Mr. Jounson. I am the assistant treasurer of the Griffith Rubber 
Mills, Portland, ¢ reg 

Senator Guterre. The Griffith Rubber Mills 

Mr. Jounson. The Griffith Rubber Mills 

Senator GitLerre. Is that a corporation 4 

Mr. Jounson. That is an Oregon corporation, having been estab 
lished in 1911. 

Senator Gutterre. And in what business is it engaged ? 

Mr. Jomnson. Mechanical rubber 
types of rubber mat processing for various pulp and paper industries 

Senator GitLerre. We are glad to have you here, Mr. Johnson. 
Will you be seated ? 

Do vou have either a prepared or veneral statement you wish to 
make ? 

Mr. Jounson. I have nothing in writing, sir. However, I can talk 
from my file. 

senator (GILLETTE. We will be ol: id to he; ar you prese nt an \ thoughts 
or comments that you have to present and then perhaps we will want 


to ask you some que stions. 


cvoods. rubbe r roll covering, all 


STATEMENT OF NORMAN JOHNSON, ASSISTANT TREASURER, 
GRIFFITH RUBBER MILLS, PORTLAND, OREG. 


Mr. Jonnson. I should like to explain to this committee why the 
Griffith Rubber Mills feel the base period under M-2 is not propel 
and works an extreme hardship on our company. 

As I stated before, we were established in 1911. We have been 
engaged in the rubber manufacturing business in Portland. Oreg.. 
for the past 40 years. We are one of two rubber processors serving 
the entire Northwest territory; that is, Oregon, Washington, British 
Columbia, and we have many accounts in California. 

Immediately after the war the company decided to expand. That 
was in late 1945. At that time they had an investment and fixed 

issets of roughly $112,000. They were doing a volume of probably 
eight to ten thousand dollars a month, 

In 1945 we entered into a loan agreement with the United States 
National Bank to borrow $120,000 to expand our facilities, this note 
being repayable in 10 years. 

Senator Giuterre. That is a bank located out in that—— 

Mr. Jounson. In Portland, Oreg. 

Incidentally, the note agreement is with the United States National 
Bank and the RFC participates with their agreement with the bank. 
[am not familiar with that end of it. 

With this money we erected a new building and bought several 
pieces of rubber-processing equipment. It was at that time I reentered 
the employment of the company. I had been with them prior to the 
war, managing their tire department. We had a tire and recapping 
business which we sold prior to the war. 
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I came back with the company at about the time of this expansion, 
and I might say that we had considerable difficulty, the main one 
being production. We had gone from a small operation, I should 
say, buying all of this big equipment. We had the business but we 
were having difficulty getting it out. 

Senator Gitterre. Through lack of equipment ? 

Mr. Jounson. No. It was just lack of know-how, personnel, and 
so forth. When you expand a plant that large with the type of work 
we were doing, it is important that you have proper key personnel, 
and that was one of our main difficulties. 

Senator Gitterre. You expanded too rapidly ? 

Mr. Jounson. Probably so; yes. 

As an example, I am required to take an operating statement once 
a month for our bank, showing our condition as of the end of that 
period. 

Briefly, in 1946 we operated with a $38,000 loss. 

In 1947 we operated at a $3,900 loss. 

I am reading round figures. They are set forth in appeals we have 
made before the Rubber Division. These are photostatic copies of 
appeals that they have in their files. 

In 1948 we operated at a $22,660 loss. 

In 1949—and that was the beginning of our base period—for the 
total year we operated at a $24,000 loss. 

Now, during all of this period, as I said, we had a lot of trouble 
but we were able to lick a lot of that and started to improve our 
operations to such an extent that we started to operate profitably. 

As I say, in 1949, for the entire year, we lost $24,000, but as of 
March 1950, which was the last quarter of the base year under M-2, 
we were in the black and we have operated in the black ever since, but 
it has been awfully difficult and we are practically out of GRS right at 
the moment. 

During the base period we consumed 113,000 pounds total of new 
rubber. 

In November it was necessary for me to come back here to get an 
adjustment. At that time I presented our case, which is in this file. 
We received an adjustment whereby we got 14,000, that is we were 
wllocated or allowed to use 14,862 pounds total of new rubber less our 
16 percent cut-back. 

I might say that the GRS that was promised us was not delivered in 
full; we have never gotten all of it. 

I was told in November: 

Yes; we will adjust this base but we can’t give you any rubber in this month 
because we don’t have it, that is, GRS, but we will make it up to you in December. 

Senator Grutetre. That was this last November ? 

Mr. Jounson. Yes. 

Senator GILLETTE. 1950 4 

Mr. Jounson. Yes. 

Now, the point I am trying to bring out is that our base period 
shows that we had a terrific financial hardship in that we operated for 
several years and practically all through that base period at a loss, but 
in the last quarter of it we started to operate at a profit and we are 
operating at a profit now. 

Now, since the new change in the rubber allocation we have been 
cut back exactly to where we were in November when I came back, 





es 
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that is, 113,000 pounds. I think just the day before I left we got a 
slight ‘adjustment whereby we got about 1,000 pounds more per 
month. 

In other words, we are allowed to consume a total amount of new 
rubber of roughly 10,000 pounds per month. We have equipment and 
fixed assets right at the present time, as shown by our balance sheets, 
of over $460,000. We have one piece of equipment that can use 10,000 
pounds of rubber in very short order. As a matter of fact, if that is 
all the amount of total rubber we can use, that piece of equipment 
will be a white elephant. 

To avoid the expense of a trip back here on this last appeal I tried 
to contact the Rubber Division. I wired them first on February 238. 
I also had the local department of commerce in Portland, Oreg., tele- 
type them. I received no answer whatsoever to my wire. The local 
department received an answer from some individual here telling me 
that I would have to present an appeal. 

Well, on March 2, I prepared another appeal. It is consistent and 
T went through it exactly the same way I did before, emphasizing the 
financial h: wrdship that we had during that base period. 

Along with that I attached exhibits showi ing by industry—in other 
words, 1 was trying to show essentiality. I heard that word men- 
tioned yesterday by the Administrator, essentiality. And last March 
in my appeal I attempted to show that. I have an exhibit here show- 
ing the type of industry that we are servicing and that we have 
serviced for years. 

To start with, at the time of this appeal we had a total backlog of 
$124,500 in business. I will go over this briefly and break it down 
by industry. 

The pulp and paper industry showed that we had $53,900 of that 
total in that one type of industry. 

Lumber and plywood, we had $1,700. 

Commercial fishing equipment, manufacturing, transportation, 
printing, agricultural, medical and drug, we have a backlog of $21,500. 

Incidentally, that is for the manufacture of a bulb for an asthma 
dispenser. 

Senator GILLerre. You mean you are behind on those orders ? 

Mr. Jonnson. Yes, sir. This one order we have for medical and 
drugs is for one item; it is a bulb for an atomizer or dispenser for 
asthma, along with the tubing. That dispenser is manufactured by 

Portland concern. They were getting these bulbs from one of the 
Big Four. We knew about it. We deve sloped a bulb for them, took it 
to ‘them: they liked it better than the one they were getting and we 
have their business 100 percent today. That is, at least when I left 
there, and if we have the rubber to produce it. We are on a schedule 
of 10,000 per month, that one item. 

Also, during this period of losses we were developing a great many 
of our own products in the marine line, fishing industry, rubber mats, 
matting, various other items that we could merchandise under our 
own name and have been doing it all over the United States. We hada 
backlog of $4,691 in that particular type of merchandise. We have 
discontinued manufacturing most of it for the moment because we 
don’t know where we stand yet, as to what we can put in, colors and 
so forth. 
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Senator Giietre. What specifically is your complaint as to the 
effect of this order, the selection of this base period, on your oper- 
ations? 

Mr. Jounson. That we operated during that base period at a 
$21,000 loss. 

Senator Grterre. Counsel will probably want to ask some ques- 
tions. 

Mr. Suaver. Mr. Johnson, do you have a breakdown of how much 
rubber you used in various months ? 

Mr. Jouwnson. Yes. 

Mr. SHaver. How much did you use in June? 

Mr. Jounson. Which year? 

Mr. Suaver. June of 1950. 

Mr. Jounson. June 1950, we used 16,897 pounds total rubber. 

Mr. SuHaver. Would you just continue that for July and August? 

Mr. Jounson. July, we used 11,204; August, 16,624; September, 
12,714; October, 19,089; November, 11,253; December, 11,111. That 
ends *50. Do you want me to go into ’51? 

Mr. Suaver. I just wanted to know how much you have been al- 
located for March. 

Mr. Jounson. Six thousand, one hundred and fifty-nine pounds. 

Mr. Suaver. What effect is that cut-back going to have over a 
period of 6 months insofar as losses that you will have in investment 
and labor? 

Mr. Jonnson. We will have to cut back at least 40 percent at the 
very minimum. In that connection, I would like to make this remark: 
That in Portland, Oreg., we do not have experienced rubber workers. 
In other words, if we lose an experienced man it is very improbable 
that we can replace him with an experienced man. We are different 
from Akron or Los Angeles and some of the other areas where it is 
possible to go out and get an experienced man. 

Mr. Saver. In other words, you have approximately a 50 percent 
cut-back between the allocation in December and that which you have 
in March? 

Mr. Jounson. Right. 

Mr. Suaver. Does this mean you are going to lose a lot of markets ? 
Customers ? 

Mr. Jonnson. Definitely so. 

Mr. Suaver. Who is going to take over and supply the markets 
and ¢ ——— which you will lose? 

Mr. Jounson. The backlog that we had—and it would be pretty 
close to ) this right now because the orders are coming in every day— 
for the pulp and paper industry itself, $53,900, that represents large 
paper-mill rolls. 

Right at the present time when I left we had two suction-press 
rolls in our plant. We, I believe, are the only company on the west 
coast that can recover and redrill a suction-press roll. Incidentally, 
those are for very large companies and we are on a delivery schedule 
for them: we must get them back. 

Now, if we cannot do it they are going to haul a truck up there 
and take it out and probably send it back to Manhattan or some- 
where where they do that type of work. But I know we are the 
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only outfit west of the Mississippi that can redrill and recover suction- 
press rolls. That is just one item. 

We have several other press rolls in our plant that will have to 
be sent to some other roll-covering establishment. 

Senator Giiutette. There is a matter I neglected to ask you about. 
I will interrupt counsel here. 

You spoke about some communication that you had directed to 
Washington. 

Mr. Jonson. Yes, sir. 

Senator Gitterre. As to your situation, and you received no reply 
whatever. 

Mr. Jomnson. That’s right. 

Senator Gitterre. To whom was that directed ? 

Mr. Jounson. It was a wire addressed to L. FE. Spencer, Director, 
Rubber Division, NPA, Washington, D. C., and was dispatched on 
February 28. 

Senator Gitterre. You sent your wire on February 28? 

Mr. Jonnson. Yes, sir. 

Senator Giutterre. And up to the present time you have received 
no reply ¢ 

Mr. Jounson. Up to the time I left I had received no answer. 

Senator Gitterre. Or no acknowledgement of any kind ? 

Mr. Jounson. No, sir. 

Senator Gititerre. All right. 

Mr. Jounson. I also, in that connection, attempted to reach him 
by telephone because our situation is very desperate, honestly. We 
are almost out of GRS and I thought it wouldn’t be i improper to try 
to contact him direct to explain our position, because sometimes when 
a man knows the other fellow’s problem it makes his job easier. I 
wasn’t able to get to him. 

Senator Gitterre. You could not get through by phone? 

Mr. Jonnson. No; I couldn’t get to talk to him. 

Senator Gitterre. You were trying to avoid the expense of a trip 
back here ? 

Mr. Jounson. Yes, sir; because that is an important item. I am 
an accountant and I watch the purse strings. It is important to try 
to save as much as we can. 

So I tried to contact him on the phone. 

I have a copy, a photostatic copy, of a report from the telephone 
company that gives the story of my attempt to contact Mr. Spencer. 
Senator Giterre. I think we had better have that in the record. 

Mr. Jonunson. The whole file is our property that can be left with 
you people, if you want it. That is why I never take original letters 
out of my files. I always have them photostated. 

It is a chronological sequence of correspondence with the Rubber 
Division. 

Senator Gitterre. The photostat copy of the wire that you sent 
to Mr. Spencer and the photostat copy of the report from the telephone 
company, we should like to have both of those in the record. You will 
leave them with the reporter. 

Mr. Jonnson. All right. 


84514—51—pt. 1——-10 
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(The documents referred to are as follows :) 


[Telegram] 
FEBRUARY 28, 1951. 
L. E. SPENCER, 
Director, Rubber Division, NPA, 
Washington, D. C.: 

Reference Bulletin, February 19, establishing our base total new rubber. Your 
file case A443 will reveal appeal from this base and subsequent grant. Alloca- 
tions granted have not been fulfilled. We feel past handling our case has been 
arbitrary, causing us considerable production difficulties and inability fulfill 
commitment to customers in highly essential industry, many with DO ratings. 
March allotment ascertained by phone will force us to cut back production 40 
percent, This can result in loss of experienced personnel, possible difficulty 
in maintaining loan commitments to the RFC, and other financial loss to this 
company, together with disruption of deliveries to our many Northwest customers 
directly tied in with the defense effort. We cannot impress too emphatically 
the inevitable serious consequences of an arbitrary handling of our new rubber 
requirements. Wire any additional information needed to consider immediately 
relief for us. 

GRIFFITH RUBBER MILLS, 
NORMAN J. JOHNSON, 
Assistant Treasurer. 


THe Pactric TELEPHONE & TELEGRAPH Co., 
Portland 4, Oreg, March 15, 1951. 
Mr. NoRMAN J. JOHNSON, 
issistant Treasurer, Griffith Rubber Mills, 
Portland 10, Oreg. 

Dear Mr. JOHNSON: In accordance with your request of March 14, we have 
secured the information of the subsequent attempts to reach Mr. L. E. Spencer 
in Washington, D. C., on March 14. 

Our reeords indicate that the call was filed at 10:12 a. m., to Washington, D. C., 
Mr. L. E. Spencer, Director of Rubber Division of Department of Commerce, 
National Production Authority. Our long-distance operator obtained the tele- 
phone number, Sterling 5200, extension 3135, from the the Washington informa- 
tion and National Production Authority's operator, respectively. At 10:18 a. m. 
we received the report that Mr. Spencer was expected in a half hour. Word 
was left for Mr. Spencer to call the Portland operator and the ealling party 
requested that the call be tried again in 1 hour. When the operator tried the 
call at 11:21 a. m., she received the report that Mr. Spencer was in a meeting 
and that it was not know when he was expected. At 11:55 a. m. our customer 
asked that the call be tried again, and at 12 m. the same report was received. 
Another attempt was made at 1 p. m., at which time our operator was told 
that no one knew when Mr. Spencer was expected. The call was then canceled. 

We hope this information is satisfactory. 

Yours very truly, 
C. J. Henry, Manager. 

Mr. SuAver. Now, under your allocation, Mr. Johnson, of 6,159 
pounds, how many days per week can you operate with that allo- 
cation ¢ 

Mr. Jounson. Oh, probably 12 days; 10 to 12 days. 

Mr. Saver. I said per week. 

Mr. Jounson. Oh, per week? 

Mr. Snaver. Yes. 

Mr. Jonunson. Three. 

Mr. Suiaver. As an accountant, you probably have considered this 


point. What is your break-even point on the necessary allocation 
of rubber in order for your company to break even? 
Mr. Jomnson. At the very minimum, I would say 18,000 pounds. 
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Mr. Suaver. And you are getting 6,000? 

Mr. Jonunson. Yes. 

Mr. Suaver. In spite of the fact that you have indicated a capital 
investment and a serious hardship because of your financial loss during 
the base period year ? 

Mr. Jounson. Yes. 

Mr. Saver. One more question which I have been requested to ask 
you: 

Were both the March 1951 allocation of 6,159 pounds and the 
December 1950 allocation of 11,000 pounds, total natural rubber? 

Mr. Jounson. Yes. No; the 6,000 pounds was GRS. 

Mr. Suaver. What was the 11,000 pounds ? 

Mr. Jonnson. That was total. As I understand it, we are allowed 
to use 3,800 pounds of natural rubber in March. I talk of 10,000 
pounds in round figures as our over-all allocation of new rubber. 

Senator Gitterre. Thank you, Mr. Johnson. We appreciate very 
much your appearance and giving us the benefit of these facts. 

Mr. Robert Keach. 

Your name is Mr. Robert Keach? 

Mr. Keacu. That’s right, sir. 

Senator Gitterre. Where do you live? 

Mr. Keacu. Philadelphia. 

Senator Gitterre. I see you are listed as being connected with the 
Quaker Rubber Co. 

Mr. Keacu. Quaker Rubber Corp. I am vice president and gen- 
eral manager. 

Senator Gitterre. What is the business of this Quaker Rubber 
Corp. ¢ 

Mr. Keacn. We are in the heavy mechanical rubber goods business. 
We make conveyor belting, fire hose, sheet packing, all types of acid 
hose, suction hose, and the like. 

Senator Gitterre. Manufacturing? 

Mr. Keacn. That is right. 

Senator Gitterre. All right, Mr. Keach, will you take a chair? 


STATEMENT OF ROBERT KEACH, VICE PRESIDENT AND GENERAL 
MANAGER, QUAKER RUBBER CORP. 


Mr. Keacu. I would like to add, however, that we are owned by 
the H. K. Porter Co., Inc., of Pittsburgh. We are a separate corpo 
ration but they own our stock 100 percent, 

Senator Gitterre. You are a subsidiary of that company ? 

Mr. Keacu. That is right. 

Senator Gitterre. What corporation ? 

Mr. Keacu. H. K. Porter Co., Ine. 

Senator Gitzerre. Of Pittsburgh / 

Mr. Kracn. Of Pittsburgh, Pa. 

Senator Gitterre. All right. We will be glad to hear anything 
you have to present to us. 

Mr. Kracu. I have no prepared statement but I have some things 
I would like to say that may be helpful. 

Senator GitteTre. We would be glad to hear them. 

Mr. Keacu. [I am not here making any complaint. I have not 
complained to the Small Business Committee and I want to say that 





144 RUBBER SURVEY 


we have had very courteous treatment from the boys in the Rubber 
Division who allocate the rubber. 

But I do wish to tell you some of the sacrifices that we have made 
in order to keep our plant operating. I will say that we are operating 
5 days a week, three 8-hour shifts. But in order to do that—and we 
employ about 1,100 people; we are not real small; we are not real 
big. We are a medium-sized company. We compete in the big 
leagues. In other words, we are competing with all the major rubber 
companies. 

When it became apparent that rubber was going to be in great 
demand with the extra stockpiling and so forth, ‘and having had some 
experience in the past, knowing that it takes time to start new synthetic 
rubber plants and things usually get worse before they get better, we 
made up our minds that we were going to find a way to keep operé ating 
and protect our labor because we are an important ‘part in the defense 
effort. We make a lot of surts for the Government. And in our 
section industry is very busy. It is expanding there and labor is 
hard to get and becoming increasingly hard to obtain. 

So we analyzed our operations. We looked at things that weren’t 
100 percent essential to this effort and decided what we could best 
afford to take on the chin in order to have rubber left over for the 
departments employing the most people. 

I brought with me a sample of an all-rubber garden hose made out 
of GRS synthetic rubber. In other words, about 25 percent of this 
is GRS. 

Senator Grterre. For the purpose of the record, several have re- 
ferred to GRS. What does that mean? 

Mr. Keacn. That means Government rubber synthetic. It is the 
type of rubber that is used in passenger-car tires and it has other 
uses. 

Senator Gitterre. What was the last word; Government rubber 
what ¢ 

Mr. Keacn. Synthetic. That is my interpretation and I think I am 
correct in that. 

This is a piece of garden hose that represents sales of half a oe 
dollars a year for which we canceled orders for 5,000,000 feet, 
order to take that rubber and put it into conveyor belting, ak 
hose, and other things for the departments where we had more labor. 
In other words, you could make a lot of this with little labor and it 
is an item that we hated to lose because it is a good item and it com- 
petes with plastic hose. 

But nevertheless, looking to the long pull and realizing that prob- 
ably things would get worse before they got better, we arbitrarily cut 
it out of our line. Nobody told us to but we did it so that we could 
conserve our labor. We didn’t feel too badly about it, but naturally 
anybody hates to lose a product that they are going to buy maybe 
from someone else. But we did say : “We can furnish you with garden 
hose made from reclaimed rubber.” and God bless the reclaimed 
rubber industry because it is a big help. 

Another item that we looked at very carefully was sheet pack- 
ing. Now, sheet packing is a vital necessity in all industries. It 
is used as gaskets, primarily. This particular red sheet packing 
is good aiaiat packing. It will outwear this one made of reclaimed 
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five times. It has a tensile strength of 1,000 pounds; this has it at 
450 pounds. 

We do not have the GRS rubber—and this again is an item which 
you can make a lot of with not too much labor. So, if we conserved 
that rubber, we could put rubber in the departments where we had 
more labor, such as conveyor belt, suction hose, fire hose, and so on. 

We should not have to quit making this item. We have not been 
told to quit making it, and we are making a little, but we cannot 
make the amount that we can sell and people are not going to buy this 
if they can get this from somebody else. 

I am not saying all of our competition can make this. I am say- 
ing some of them that have rubber prob: bly can. 

But by doing this we gained about 75,000 pounds of synthetic rubber 
a month that we could convert to these other departments and kee “p 
our employees. 

Beyond that, we became aggressive on DO-rated business, Govern- 
ment business, so that we could get some free rubber, which would 
give us help again to keep employment. 

I might say here I don’t think the Government ig going to have 
to worry too much about renegotiation in this instance because today 
it is quite natural for companies to seek DO-rated business in order 
to get free rubber in order to keep their plants operating and, con- 
sequently, everybody is quoting very low prices. 

In passing, I might say it is a little difficult today to have to take 
business at practically cost and then also guarantee it against increase, 
if it happens to be an order that may take several months. With 
Government business today they give you no escalator clauses, and 
while I hope that prices and things are frozen and we will not have 
to pay more for cotton and fabric and labor, I don’t think anybody 
knows at this time. But as a small rubber manufacturer you can see 
that could be a hardship from a profit angle because we have already 
thrown out profitable items in order to keep our plant operating. 

Now, those are sacrifices that have kept our plant and kept our 
labor, which is very important. 

Senator Giierre. The principal factor, then, in that decision was 
the type of skilled labor that you wanted to keep employed and not 
lose them to some other concern / 

Mr. Keacn. That is true. 

I have been an exponent of essentiality. In other words, I think 
it is more important for a copper mine or a coke plant to have a con- 
veyor belt than it is for you or I to have a piece of hose to water our 
lawns. And, consequently, without anybody telling us, we have oper- 
ated on that principle. And I understand from what I heard yester- 
day and today that there will be some relief in that respect for our 
industry because we do service heavy industry almost exclusively; 
let’s say 85 percent of our production will go into petroleum or trans- 
port: ition or steel, heavy industry. 

Another point is that we have between 8,000 and 10,000 active 
accounts over the United States. We have many small-business men 
who are distributors and jobbers of our products. We will sell heavy 
industry throughout this United States something, almost every one 
of them, and they are dependent on us. Yet we now have on our 
books, our backlog, which runs from 3 to 6 months, about 20 percent 
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Government business. We shipped 15 percent Government business 
in March and 10 percent of it was DO-rated business. 

I might add that we shipped a conveyor belt to Washington for the 
power house which came out of our domestic supply of rubber. We 
did not get any extra rubber for that. 

We have a responsibility to heavy industry and to our people, our 
distributors, our customers, who are dependent on us as their source 
of supply. Consequently, while my job isn’t as tough as the boys’ 
job down here trying to satisfy everyone, we do have a major respon- 
sibility in trying to supply heavy industry, which is busier today 
than ever before, and get DO-rated business which will insure some 
extra rubber and keep our plant operating and make a reasonable 
profit. 

I understand that this MRO order may, in our particular indus- 
try, give us some relief. I can’t say that it will until I know the 
facts and the basis of it. In other words, theoretically it is supposed 
to give us extra rubber for air-brake hose for railroads, for conveyor 
belting for mines, and so on. I don’t know, only what I have heard 
here. 

I feel, of course, that we should eventually have enough rubber to 

satisfy everybody but this interim period really taxes your ingenuity 

to keep operating. We have thrown out a lot of items, such as colored 
items, what we call pure gum sheet packing which is all natural 
rubber. We have a that out of our line. We can’t sell that to 
anyone unless they can give us a DO rating so that we can get the 
rubber. We do not hi ave the rubber for it. 

Senator Giuuterre. Do you have any suggestions to make as to 
changes in regulations or policies that might be of assistance to you, 
realizing of course that everybody has to be kept in mind 

Mr. Kracr. I feel this way, that we are trying to do too much 
with too little. In other words, I feel that regulations and means are 
being taken to correct some of them, but when we are stockpiling 
natural rubber and putting rubber into defense products and when 
we are trying to operate other businesses as usual, it just doesn’t add 
up at this time. There isn’t enough. 

Senator Gitterre. Obviously, it cannot be done. 

Mr. Keacu. Yes, unless you take some of your rubber out of the 
stockpile. 

Of course, another thing there is that no one is very anxious to use 
70- or 75-cent natural rubber when he can use GRS at 24.5 cents. 
That is an economic problem but it is an important one in operating 
a business successfully. 

Senator Gitterre. Then again I ask you, Mr. Keach: Do you have 
any suggestions as to how this transitory period—and we hope it is 
tr: ansitory—could be corrected other than the policies that we are 
following ? 

Mr. Kracn. I can’t add anything beyond those policies; just that 
I feel when you do study the essentiality of the various products, 
you will perhaps gradually and perhaps speedily correct a lot of in- 
equities through that study, just as I hope you have done in the case 
of our heavy rubber mechanical business, such as my own. 

Senator Giuierre. Then it would be your opinion that essentiality 
rather than a base period would be the proper yardstick ? 
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Mr. Keacu. I think that way you get the facts and in that way 
you can determine who should have the business. I am very hopeful 
you can work it out so that no one gets hurt. 

But, frankly, I have explained to you how we have been hurt and 
what we have done to counteract it. We have also put on drives to 
eliminate waste and scrap. We have appealed to our labor that their 
job depends on doing a better job, and I think an emergency like this 
forces us to do a better job sometimes than we ordinarily would. In 
that case, it has had some benefits. 

But I think a lot of good is going to come out of these hearings and 
I am sure you will get some facts that will be most helpful. You 
cannot do this easily; it is a tough job, a real tough job. 

Mr. O’Neill says he can increase synthetic rubber. By all means, 
give him a chance to do it. Mr. O’Neill has proven over a good 
many years that he generally does what he says he can do, and that 

certainly would be a big help. If he can increase the synthetic rubber 
supply, as he says he can, by all means, let’s do it. 

Senator Gitiirre. Counsel ? 

Mr. Swaver. Since you have been forced to use reclaimed rubber in 
the manufacture of certain of your products, Mr. Keach, have you 
lost many customers by virtue of that ? 

Mr. Kracu. No; because we have explained to our customers, and 
most of them realized it, that certain of our line had to be discon- 
tinued. We are very proud of our quality and we are driving hard 
everyday to make a better product. 

Mr. Suaver. When you discontinue an item, certainly you lose 
that customer, do you not ¢ 

Mr. Keacn. In this business let me add that you do have a multi- 
plicity of lines. For example, we make other garden hose besides this 
one which takes all reclaimed. We explained to that particular cus- 
tomer that we would furnish him a product made from all reclaimed. 
In that way we did not lose the business. 

I won't say we haven't lost some business because we cannot furnish 
this product and know that. 

Mr. Suaver. Who is furnishing that product? Any of your com- 
petitors ¢ 

Mr. Keacn. I would have to say that if the big tire companies had 
more rubber they could furnish it and I couldn’t, because nobody tells 
them that they cannot put that rubber in that product if they want to. 

Mr. Suaver. In other words, they could take bonus rubber and go 
into that field ? 

Mr. Keacu. I would say they could. I would say this: Having 
worked in a big company I know it is pretty hard sometimes for a 
division to get “anything ¢ away from the tire company, but they do 
manage to do it. 

Senator Giterre. If you have nothing more to add, we want to 
thank you, Mr. Keach. We are trying to give these men a chance 
to be heard and run through them as r apidly as we possibly can. It 
is of great assistance to us and we appreciate it. 

Mr. Keacn. Thank you very much. 

Senator Guterre. Mr. Raymond Thornburg. 

Vorce. He is due back here. 

Senator Guerre. Mr. R. J. Hinkle. 
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Your name is Mr. R. J. Hinkle? 
Mr. Hinkte. Yes, sir. 
Senator Gituerre. And you live where ? 


Mr. Hinxte. Palmyra, N. Y. 
STATEMENT OF R. J. HINKLE, GARLOCK PACKING CO. 


Senator Giuterre. Your company is listed here as the Garlock 
Packing Co. 

Mr. Hinxte. That is right, sir. 

Senator Gmuterre. What is the Garlock Packing Co.? 

Mr. Hinxtr. The Garlock Packing Co. makes only packings; noth- 
ing else, 

Senator Giutterre. It makes packing ? 

Mr. Hinxute. Yes. When I say packings, it is a broad term cover- 
ing rod packings, sheet packings for gasketing, and seals of various 
types for all kinds of machinery and equipment. 

Senator Giuiterre. Is rubber the principal raw material of your 
product ? 

Mr. Hinxie. Rubber is one of our principal raw materials; yes, sir. 
Others are asbestos, flax, cotton, jute, metals of all kinds, and mi ny 
other materials. 

Senator Gitterre. Then you are not making rubber goods? 

Mr. Hrxxie. We are making rubber packings; yes, sir. 

Senator Gmuterre. Except that you use rubber in connection with 
the manufacture of your packings ? 

Mr. Hinkie. That is right. Some packings are all rubber. Others 
are made up of a textile, maybe cotton or asbestos cloth, frictioned 
or cemented with rubber and rubber is used in many packings, along 
with other materials. 

Senator Gittetre. Do you use synthetic or natural rubber ? 

Mr. Hinxx. We use both, sir. 

Senator Giuttetre. You use both? 

Mr. Hinkte. Yes, sir. 

Senator Gitterre. Depending on the type of packing? 

Mr. Hinxte. That is right, and the service for which it is used. 

I might add, Senator, we have been talking mostly about tires here. 
Pac kings are materials that many people not in the rubber business 
are not familiar with. 

Senator Ture. Your packing, Mr. Hinkle, is not in the sense that 
you would pack some perishable item in it ? 

Mr. Hinkte. No, sir. 

Senator Tuyr. Your packing is steam-engine cylinders, pumps? 

Mr. Hinxur. Hydraulic, pneumatic, and so forth. 

Senator Tuyr. Manifolds, and so forth ? 

Mr. Hrnkiz. That is right. 

Senator Ture. It is absolutely essential to industry ? 

Mr. Hryxtie. To all industries. It is used on pumps, engines, com- 
pressors, locomotives, Diesel engines; any kind of a piece of equip- 
ment that operates under pressure and needs packing. 

Senator Gittetre. What do you want to tell us, Mr. Hinkle, about 
the effect of the recent policies on your business? 

Mr. Hryxtz. What hurt us mostly, Senator, was this base period. 
Unfortunately, our business during the base period was quite low. In 
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fact, the last 6 months of 1949 was the lowest 6-month period we had 
had since 1942, about 25 percent lower than the next low 6-month 
period, 

Senator Gu.Lerre. Why? 

Mr. Hinkue. Well, because we didn’t have the business. I don’t 
know why. 

Senator Gitterre. There was nothing disrupting your business ? 

Mr. Hinxir. Oh, no; no strikes or fires or anything of that type, 
senator. 

Senator Gitterre. But through various factors your sales had gone 
down ¢ 

Mr. Hine. That is right, su 

Senator Gitterre. And so the fact that they selected this base pe 
riod was very unfortunate from your histor ical record ¢ 

Mr. Hink e. It was very unfortunate for our particular company : 
that is right, sir. 

You see, Senator, we have about 40,000 active customers on our 
books. Every customer is in some operation other than consumer 
goods. We make no consumer goods. We sell to all industries; hos- 

pitals, schools, colleges, wherever they have a power plant; whether it 
is for heating or for power purposes, they require packings. So we 
have very broad distribution. Our business is made up of a large 
number of small orders. 

We normally operate with a backlog of between 5,000 and 10,000 or- 
ders in our factory. Normally, we make shipment of an order within 
10 days after its receipt. Currently, due to the shortage of rubber, we 
have a backlog of almost 50,000 orders in our factory. It is getting to 
the point where it is almost unmanageable. These orders, as I said 
before, are all from industrial plants or operations of one kind 
another. 

Senator Gitterte. Is there any effective substitute that you can use 
for the rubber ingredient in your packing / 

Mr. Hinxxe. To some extent, and we have done that as far as pos- 
sible. That is, for rubber pac ‘king on water service flax may be sub- 
stituted in some instances, and wherever that is possible we are, 
naturally, doing it. 

I might say that we have done the same thing in our production 
that the previous witness testified to. We have cut out entirely the 
manufacture of rubber sheet packing because it requires a relatively 
high percentage of rubber per work-hour. 

We are located in a small village, about 20 miles from the nearest 
city of Rochester. We are trying desperately to keep our experi- 
enced rubber workers on the job. If we lay them off they are going 
into Rochester and find a job there, and they are lost to us. So we 
had to stop manufacturing many of the items, including rubber sheet 
packing, which requires large quantities of rubber, relatively large 
per work-hour, and to spread the rubber available to us as thinly as 
possible over these products where the rubber is combined with a 
textile of some kind or some other material. 

Senator GILLETTE. In order to hold your men ? 

Mr. Hinxtr. In order to hold our force; yes, sir. 

Senator Giuterre. Then your principal proble m is the effect that 
the selection of this one particular base period had on your company, 
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adversely, because of the fact that during that period you had a short 
sales season ¢ 

Mr. Hinge. Yes, sir. For us it was about the worst period that 
could have been selected since 1941. It probably just happened that 
way with us, but that is the way it caught us. 

Senator Giuterre. Senator Thye? 

Senator Tuyr. No; thank you. I have no questions. 

Senator Gittetre. Counsel ? 

Mr. Suaver. How much rubber has been allocated to your company 
for March? 

Mr. Hinxte. You mean in pounds? 

Mr. Sraver. Yes, sir. 

Mr. Hinxtr. Total new rubber, 128,317 pounds. That is our 
permissible usage in March, Mr. Shaver. On top of that should be 
added 15,000 pounds which we got as an extra allocation, not on an 
appeal. It came to us as an extra allocation. 

Mr. Smaver. As an extra allocation without an appeal? 

Mr. Hinxie. That is right. ‘That was due to this new end product 
proposition. But here is the rub on that. We haven’t got the rubber 
and cannot get it. 

Senator Gitterre. How did you get this windfall? 

Mr. Hinxtx. I don’t know, Senator. I have the letter here. I 
assumed it went to all companies; I don’t know. 

Senator Giitietre. Had you made an application as a hardship 
case? 

Mr. Hrnxte. Oh, yes, sir. We have filed all together five appeals. 

Mr. Suaver. How many appeals? 

Mr. Hinxte. Five all together. 

Mr. Suaver. How many ‘of them were granted ? 

Mr. Hinxte. We filed one on September 1 last year which was 
granted, which gave us an increase of approximately 35 percent in 
our total new rubber permissible usage. 

We filed a second appeal in Oc tober, which gave us another increase 
of about 25 percent, all of which, of course, we lost when this new 
basis came out in February. 

Mr. Suaver. In February you lost all of the results of your appeals? 

Mr. Hinkr. That we had gained on our appeals, and we went back 
to a total permissible usage of the amount which we had used in the 
base period; that is right. 

Mr. Suaver. Now, is the amount allocated to you for March a 
drastic cut-back from that which you had been granted on your 
appeal ? 

Mr. Hinxie. Well, our March allocation total new rubber is 62 
percent of what we could use in December. 

Mr. Suaver. In other words, you were reduced 38 percent ? 

Mr. Hryxie. That is right, sir. 

Mr. Srraver. Do you know whether a member of your particular 
segment of the rubber industry is on the advisory committee ? 

Mr. Hinxxe. I don’t know, Mr. Shaver. 

Mr. Suaver. Do you believe, sir, with the testimony that was 
brought out this morning, that perhaps there should be a base period 
for the several segments of the rubber industry; would that help your 
problem any? 
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Mr. Hinxte. I think it probably would. I am frank to admit I 
think it would be very hard to administer and I will tell you why. 
Because there are so many people in the rubber business that make one 
or two types of packing along with their other and principal products. 

Mr. Suaver. Yes; but how many segments are there? I understand 
there are something like 20 segments in the industry. 

Mr. Hinxir. You mean the packing industry or the entire rubber 
industry 4 

Mr. Suaver. No, sir; the entire rubber industry. 

Mr. Hinxte. I do not know, sir, how many segments you could 
figure out. 

Mr. Suaver. How many days per week does your company now 
operate ¢ 

Mr. Hinkxie. We are now operating a 5-day, single shift, 40-hour 
week, 

Mr. Suaver. Single shift? 

Mr. Hinxte. Yes, sir. I talked to the president last night on the 
phone and he said we are going to have to shut down 1 week in April 
unless more rubber is made available to us. 

Pardon me: I started to tell you a while ago about this March 
allocation. I talked to the factory this morning and if we draw out 
every pound of rubber—not counting natural; of course, we are 
limited on natural—but if we draw out every pound of synthetic rub- 
ber plus our permissible usage of natural that we have in the ware- 
house, we still will be short 13,709 pounds of having enough rubber 
to use what we are permitted to use in March. So this extra 15,000- 
pound allocation didn’t do us much good. 

Senator Gitterre. Thank you very much, Mr. Hinkle. 

Mr. Hinxte. Yes, sir. Thank you. 

Senator Giuterre. We appreciate your coming here. 

Has Mr. Thornburg come in? 

Voice. Not yet. 

Senator Giuerre. We will call Mr. R. H. Bostwick. 

Mr. Bostwick. Mr. Chairman, may I ask Mr. Shriner, my technical 
and statistical man, to sit with me? 

Senator Gitterre. Why, of course. We will be very glad to have 
him. 

Your name is R. H. Bostwick? 

Mr. Bosrwick. Yes, sir. 

Senator Gruterre. And your residence is where ? 

Mr. Bostwick. Chardon, Ohio. 

Senator Giuerrr. You are listed here as being connected with the 
Chardon Rubber Co. 

Mr. Bostwick. Chairman of the board of the Chardon Rubber 

o., Chardon, Ohio. 


STATEMENT OF R. H. BOSTWICK, CHAIRMAN OF THE BOARD, 
CHARDON RUBBER CO. 


Senator Gitierre. What is the business of the Chardon Rubber Co. ? 

Mr. Bostwick. The business of the Chardon Rubber Co. is me- 
chanical rubber goods. 

Senator Giruuerre. Manufacture ? 

Mr. Bosrwick. Manufacture of mechanical rubber goods. 
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Senator Giuuerre. It is a corpor ation ¢ 

Mr. Bosrwick. A corporation, organized under the laws of the 
State of Ohio in 1930. 

Senator Giuterre. All right, sir. Will you be seated, Mr. Bostwick, 
and present anything you wish to? 

Mr. Bosrwick. We have some prepared statements here which per- 
haps you would like to have copies of, gentle men. 

Senator Gitierre. All right. Do you wish to read your statement ¢ 

Mr. Bosrwick. I would like to, Mr. Chairman. I want to say how- 
ever, that the figures which will appear in my prepared statement 
have been so radically changed in the allocation that we will get for 
April that I would like to say something about that when I get fin- 
ished. I just heard about that this morning. 

Senator Gitverre. All right. You will proceed. 

Mr. Bostwick. Mr. Chairman and members of the committee, we 
contend that available supplies of rubber are not being allocated 
equitably among small and large manufacturers of rubber products, 
thereby causing undue and exceptional hardship to small manu- 
facturers. 

At the end of World War II, when all Government business was 
canceled, we started out to build up our civilian business again. We 
list among our customers the largest industries in the country, and our 
reputation has been excellent for supplying rubber products, quality, 
and service since 1930, when our company Was organize od. 

We realized that the future demand for civilian goods would be 
more than we could possibly supply with our limited equipment. We 
therefore planned a construction program which would take approxi- 
mately 4 years, consisting of building additional buildings, installing 
additional Banbury mixers, calenders, presses, extruders, washer cut- 
ters, and all types of equipment necessary to take care of the line of 
civilian business that we anticipated. Much of this heavy equipment 
could not be delivered for 2 or 3 years in the future, but the orders 
were placed and eventually the buildings were built and the equipment 
was received and installed. These improvements, which were paid 
tor by the stockholders of our company who live mainly in this small 
town of Chardon, Ohio, cost over $1,000,000, 

Senator Gitterre. When did you start that? 

Mr. Bosrwick. Starting in 1946. 

The last of this equipment was just being installed in 1949. We had 
no business developed for this equipment, and it was necessary that we 
do so. We at that time organized a direct sales force and placed men 
in the field, at a considerable cost to the company. It took time for 
these men to get acquainted with their territory and for them to bring 
business in for this equipment. The results of their efforts and of the 
equipment that was installed by our company was not made evident 
until the spring of 1950, and even by June of 1950 not all of this equip- 
ment was in operation toa full extent. 

Chardon is a small town of 2,400 people. There are only two indus- 
tries there. We have built up our force to 450 employees. If our 
factory closes down for even a week, these employees must live. ‘They 
have no recourse but to go looking for a job elsewhere. The natural 
place for them to go is Cleveland, which means a drive of 60 miles 
round trip daily. “However, there are a lot of plants in Cleveland 
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which have already been favored with war orders, which are hiring 
anybody and everybody. The minute we lay off any of our employees 
they will travel to ( ‘leveland and get new jobs, and it is impossible for 
us to get them back even though they are trained rubber workers. 

When the first rubber restrictions came out, we were advised that 
the base period for all calculations would be July 1, 1949, to June 30, 
1950, and that the monthly base would be one-twelfth of the usage for 
that period. 

We checked that period and found, because of our depressed condi- 
tion during the last half of 1949, due to the fact that our equipment 
had not yet been placed into operation and our salesmen had not yet 
secured the amount of business from their territories that they were 
working on, that in order to go along with this quota we would have 
to reduce our operations by half. It was our understanding that the 
intent of the NPA was to restrict the rubber industry 20 percent. 
Therefore, at that time we made an appeal, asking for a total rubber 
usage that would reflect a 20- percent reduction of the natural and 
synthetic rubber that we would use. This appeal was granted, and on 
the basis of that appeal we proceeded to take all further reductions as 
they came. 

Now, the new rubber restrictions, effective March 1, 1951, have gone 
back to the base period and not to the appeal basis. Therefore, we are 
cut to a 41 percent basis from a normal basis to start with. On top of 
that we are curtailed another 5 percent, to 95 percent of the base 
figure. In addition to this, we are not even being given the amount of 
the GRS allotment necessary to make up this total. 

As we mentioned before, our customers number among the largest 
industries in the country, such as Whirlpool Corp., Westinghouse, 
General Electric, General Motors, and many others. These companies 
have been reduced and curtailed 10 percent to 20 percent, and some 
not at all, and they are depending on us for sufficient products to keep 
their lines going on the parts that we make. We are trying our best 
to distribute equitably the amount of rubber that we are getting among 
our old customers. We have curtailed all civilian business and are 
not soliciting any more new civilian business, trying to channel all of 
the supplies we have to our old customers. However, we cannot 
sup yply enough to keep them going, and now companies larger than 

are in the industry are coming in to our customers and te lling them 
that, if Chardon cannot supply the necessary parts, they can. It 
would seem to us that on that basis a number of companies have had a 
much fairer deal than we have. 

We do not believe it is the intent of the law or of the NPA to cut a 
single manufacturer by about 44 percent of its normal production, 
because in losing all of the personnel that we would lose on this basis 
we are going to be in no position to handle the defense orders that will 
oe coming in the future. We are soliciting defense orders only and 
we are securing a few, but they are small and far between and we 
cannot make up our losses with the little defense work that is so far 
available. Our plant is set up on the basis of 600 employees, if all the 
equipment were operating. We are at present operating on a basis 
of approximately 370 employees; but, if we are held to the new re- 
strictions that are placed upon us, we will have to go down to ap- 
proximately 200 employees. 
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Senator Giterre. Just one question there. You say you are solicit- 
ing defense orders and securing a few. Are you securing them by 
negotiation, by bidding, or by subcontract ? 

Mr. Bostwick. By bidding and by subcontract. 

With that many employees we cannot break even in our operations. 
The net result of this restriction would mean that those employees 
laid off would travel miles per day to new places to work, at great 
additional cost and expense. The economic situation of this small 
town would be completely disrupted and disturbed. It is doubtful 
whether our plant can exist under these conditions and, if not, will 
cause great financial loss and hardship to the stockholders and em- 
ployees of the company. Furthermore, the facilities of a modern, 
a to-date manufacturing establishment, ready to do war work to 
its fullest capacity, will be lost. 

Mr. Fleischmann’s letter of February 1, 1951, has evaluated our 
annual base in pounds as 1,524,431 during the base period from July 
1, 1949, to June 30, 1950. This quota is completely unfair for the 
reasons above and hereafter set forth. 

Our usage of new rubber in the month of July 1949 was 64,256 
pounds. However, by June 1950, with not all of the new equipment in 
operation, our usage was 215,160 pounds. This was only made pos- 
sible by the expanded facilities that we installed. However, the base 
period set up for us does not take this into consideration to the extent 
where we can operate these expanded facilities on the quota given us. 
For example, the monthly average quota that we have is 127,036 
pounds. We are only permitted 95 percent of that figure, which makes 
our total new rubber basis 120,684 pounds monthly. With our de- 
mands for civilian goods set up on the basis of better than 200,000 
pounds of raw material per month, we are now reduced to 120,684 
pounds per month. ‘This means we are unable to supply the demands 
of our old and regular customers with sufficient products to keep them 
going. 

The fact that our original appeal, which was granted to the extent 
of 172,000 pounds monthly, has been discarded and we are now reduced 
to 120,000 pounds per month is causing us and our employees great 
hardship and losses. 

The parts that we manufacture are component parts of essential 
civilian supplies, such as automobiles, washing machines, vacuum 
cleaners, trucks, et cetera. The demands by our customers for these 
products that we furnish are only shghtly reduced at this time from 
the very peak production of some months ago. With the small quota 
that we have been allocated by the NPA, we cannot possibly furnish 
the necessary parts to keep our customers’ production lines running. 
However, other companies larger than we have come to our customers 
and have induced them to turn over business and molds taken from 
us because, evidently, these other companies do have sufficiently large 
quotas of rubber to furnish the parts that we are no longer able to 
i roduce. We have lost over 30 molds on this basis and have had to 
lay off over 82 employees, or about one-fourth of our entire labor force. 

Senator Ture. Mr. Bostwick, would you mind a question at that 
point? How did they acquire your molds? 

Mr. Bosrwick. What they do, Senator, is this: We are supplying. 
say, X customer with a product and we have their mold, that X com- 
pany’s mold or molds in our plant. 
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Senator Ture. In other words, you had it under lease and when you 
could not obtain the rubber their lease simply called for you to sur- 
render the mold ¢ 

Mr. Bosrwick. In other words, to make clear how that is done, 
let’s say that you have a product that you want a rubber company to 
manufacture and it is a molded item. You ordinarily buy the mold 
and furnish it to the company that is going to manufacture the product 
for you. I mean, the company itself may see to the manufacture of 
that mold because they perhaps know better how it should be done, 
but it is largely paid for, not entirely always, but largely by the 
customer. ‘Therefore, the customer has control of that mold. 

Now, then, if we are only able to supply, let’s say, a third of the 
amount of items from that mold which this customer needs to keep 
u production line going, he can’t leave it with us if he can get some- 
body else to do it. So, the big companies come in and they say: 

“We've got plenty of rubber.” We hear that all over, everywhere 
we sell a product. 

Senator Tuyr. Who are the large companies ? 

Mr. Bosrwick. Goodrich, Firestone, Goodyear, U. S., General. 
say there are not four; there are five. 

And they are doing th: it, not one place, but all over, to our customers. 

We are in constant contact with 34 Government procurement 
agencies located all over the country and are canvassing religiously 
those companies who have received Government orders on which 
there could be parts that we could subcontract. We have been secur- 
ing some of this Government business, but the amount is very small. 
We are unable to supplement our civilian business with sufficient 
Government business to keep our plant operating on an efficient basis. 
Employees that we have lost so far have been trained by us at great 
expense and now that training is all lost because we are unable to 
keep them working. ‘These employees, once they have been laid off 
by us, get other jobs in adjoining cities and are lost to us forever. 
The situation has become so bad that, unless we can get some immediate 
relief we are faced with the loss of many of our customers, our sales 
force of seven men, and half of our employees. Much of this new 
equipment that we purchased and installed at a cost of over $1,000,000 
is sitting in our factory idle, with over 82 of our former employees 
having to drive over 60 miles round trip daily to work in Cleveland, 
and with our customers’ production lines shutting down for lack of 
parts. simply because we are not given a fair rubber quota. 

We have not solicited a single new rubber customer on civilian 
husiness since the first rubber cut was placed in effect, and yet other 
larger companies are ready to take care of their own business as well 
as take over our established customers to whom we are no longer able 
to furnish enough rubber. 

We realized and expected that there would have to be some cut- 
backs in our production, and on that basis we made a very fair ap- 
peal before asking for a monthly quota of 172,000 pounds, which 
was a reduction of 20 percent from our normal operation as we were 
then set up. If we had a monthly quota of 172,000 pounds of new 
rubber at the persent time, we would be permitted 95 percent of 
that, or a total reduction from normal of 25 percent. This, in our 
opinion, would be fair, and we could live with this, supplementing our 
losses of civilian work with Government work as it is secured. 
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At the end of World War IT it was made compulsory by law to 
use a certain amount of GRS in the tire production. Most of the 
synthetic plants were shut down and only enough kept in operation 
to supply sufficient GRS to meet the requirements of law. Many of 
the small rubber companies, including ourselves, had no desire to 
change completely from the use of GRS back to natural rubber. How- 
ever, we were told by the Office of Rubber Reserve that the tire com- 
panies got GRS first and if there was any left then we would be 
given consideration. Asa result, the quota set up for us for GRS was 
very small and most of our rubber usage was natural rubber. 

As automobile production and tire production soared in the post- 
war years, the tire companies used more and more GRS, and there 
was less and less for the small companies of other types of business. 
Consequently, at the time of the imposing of restrictions on the rub- 
ber industry last September 1, the only companies that had any real 
GRS allocations were the large tire companies. After these re- 
strictions were imposed, each company was given an over-all total 
rubber hydrocarbon allocation. Each company was permitted to use 
either GRS or natural rubber, or any other synthetic rubber, as long 
as they did not exceed their total new rubber hydrocarbon quota. 
This continued until Mr. Spencer was appointed Rubber Director. 

At that time Mr. Spencer called together the Industry Advisory 
Committee technical men and told them every pound of natural rub- 
ber possible had to be conserved. The Industry Advisory Com- 
— technical men were asked to write a new end-use rubber order in 

vhich each product manufactured would be carefully examined and 
the best technical advice given as to whether that article could be 
made from synthetic rubber satisfactorily or whether it would be 
necessary to have some naturi al rubber present. 

The Industry Advisory Committee technical men went to work on 
this proposition in a very patriotic manner, determined to save every 
pound of natural rubber possible. Natural rubber was eliminated 
from the various rubber products with the exception of a few which 
are now incorporated in the March 1 amendment to NPA Order M-2 
The Industry Advisory Committee technical men wrote this seaatnn 
order on the eas that they would receive synthetic rubber to re- 
place the natural rubber that was being eliminated. Now that the 
order has been written and natural rubber eliminated from most of 
the products manufactured by the rubber industry, it cuts the natural 
rubber usage of all companies down to a minimum, especially the small 
companies. Then, instead of NPA replacing the rubber that is being 
eliminated with Government synthetic rubber, small industry is told 
that, because the supply of GRS is so limited, they will have to be cut 
an additional amount each month. Thus, the amount of GRS that 
small industry is securing gets less every month. A rumor circulating 
in Akron at the present time advises that there will be another 15 per- 
cent cut in GRS for the month of April. 

Thus, the NPA has taken away any chance of small industry using 
natural rubber by the end-use specifications and instead of getting 
sufficient GRS to make up for that loss, it is getting less and less. 
Therefore, a total rubber hydroc arbon quota means nothing any more. 

Furthermore, NPA Order M-2 2 permits a 20-day sup yply of GRS as 
inventory. However, NPA will not permit sufficient GRS to be sold to 
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small industry, not only for inventory purposes but to keep the plant 
running, within the total allocation. “As a result, inventories in small 
plants are depleted. Permits for Government synthetic rubber are 
issued so that they arrive at the factory about the first of the month. 
These permits then must be sent to the Government plant where the 
synthetic rubber is to be manufactured or shipped. The company re- 
ceiving the permit has no guaranty whatsoever at what period duri ing 
the month the GRS will be shipped. It could be the first of the month 
or it could be the last day of the month. If the shipment of Govern- 
ment synthetic is delayed at all, with no inventory on hand there would 
be nothing to do but shut down. There is already panic among the 
employees of the small rubber industry. They realize that the rubber 
supplies are being cut back every month and that there is more and 
more chance for them to lose their jobs. They are looking for security 
the same as anyone else, and as the situation gets worse and worse, 
more and more of them are looking for work in other industries where 
they feel that they will be more secure. A shutdown of our factory 
for even 2 or 3 days or a week would be fatal, because the insecurity of 
their situation would start a stampede of our employees to the metal 
industries in Cleveland. Such a shutdown would be completely fatal 
to our business. Therefore, we demand not only a quota sufficiently 
large to permit us to operate as we have described before, but also suffi- 
cient inventory of synthetic rubber on hand so that we are insured that 
we will not have to close our doors for a long 2- or 3-week period while 
the Government synthetic plants make up their minds whether they 
will ship us, or not. 

We feel that the industry has been betrayed by the cut-back of 
natural rubber through the end-use specifications with the Govern- 
ment’s promise to supply synthetic rubber to replace the natural, and 
now they : are not doing it. 

Senator Ture. Mr. Bostwick, if you do not mind the interruption : 
You could use the synthetic rubber if you could just have it allocated 
to you? 

Mr. Bostwick. Yes, indeed. Even in the cut-back that they gave 
us in this last March 1 order, they have given us 10,000 pounds for 
the month of March, and we are not going to get it, and now we have 
heen notified that we will have a further cut of 14,000 pounds for April. 
Yet the big rubber companies are getting theirs all the time. 

Senator Tire. You were in here this morning when Mr. William 
O'Neill testified, because I saw you here. 

Mr. Bostwick. Yes, sir. 

Senator Ture. And you heartily agree with Mr. O'Neill that if 
he could only have the freedom and some encouragement, he would 
proceed to supply the synthetic rubber needs that you need and all the 
other fabricators? 

Mr. Bostwick. Yes. I have no objection to private industry being 
given a free hand in the operation of synthetic plants, providing there 
is some sort of control or a czar or whatever you may call it to see that 
those big rubber companies that do operate are forced to make, even 
in civilian times, a fair allotment to small industry, unless they are 
willing to expend their own money and set up these plants themselves 
at their own cost and expense. If they are, then we will have to 
take our chances along with everybody else. 
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But as long as our Government and the taxpayers are furnishing the 
cost and expense and even paying a profit for the operation of these 
synthetic plants, then I say that the Government should see that 
every industry is treated fairly and equitably in the distribution of 
that synthetic rubber, and it certainly isn’t a fact today. 

pe : ieee p 

The big rubber companies don’t have to wait on the first of the 
month until their allocation comes through; they’ve got it and they 
know they will get it and the facts would show that if a proper record 
was taken from them of the situation. 

We have to sit there with 1 or 2 days’ rubber in our factory to supply 
big companies like Whirlpool, Westinghouse, General Motors, and 
countless others; don’t know whether we are going to have enough to 
operate that day, or not. 

Now, certainly, that isn’t true of the Big Four. 

Where did I leave off? 

We feel that we have been betrayed by the setting up of a 20-day 
inventory supply as permissible and then refusing to sell that supply 
to industry. We feel that we have been betray ed | by the Government 
giving large GRS quotas to the large tire industry back during the 
years “after World War IT and now continuing on that basis, where 
the small companies do not have such quotas. The large tire com- 
panies also operate mechanical divisions. The large rubber quota 
that the large tire companies have is due to the tremendous tire pro- 
duction of the base period. Tire production has now been cut. back. 
However, the quotas have not been cut back proportionately and rub- 
ber which is no longer needed for tires can now be transferred to 
these companies’ mechanical divisions. This puts the mechanical 
divisions of these tire companies in a position to go out and take 
the business of the small mechanical rubber companies who no longer 

can supply their customers and whose very existence is now completely 
threatened. 

Small companies cannot afford to hire lobbyists, friends of the 
administration, or 5 percenters, yet they have a right under the Jaw 
to equitable treatment even in times of national emergency, and they 
have always given an excellent account of themselves during these 
periods when given a chance. 

Senator Gitterre. Mr. Bostwick, the chairman, has been called 
away. Senator Thye will take over, and I am sure that he wants to 
ask some questions, and also counsel, before you are excused from 
the stand. 

Before I go, I think, on behalf of the subcommittee, Mr. Spencer is 
requested to bring in a report relative to the allegation that wa: 
made here by the Griffith Rubber Mills of a failure to answer a com 
munication for several weeks. They do not need to make it now, but 
at some time that is convenient. 

Also, speaking to Mr. Spencer, I should like to have a specific rep]) 
made to the indictment that is made in Mr. Bostwick’s presentatio! 
here. It is a very severe indictment, and I know the subcommittee 
Ww - want all the information that can be made available. 

», if Mr. Spencer will prepare to make available to the committee 
stadia two things, an explanation of why the gentleman from the west 
coast could not get a reply, and also specific answers to Mr. Bostwick. 
we will appreci: ate it. 

Senator Thye will take charge now. 
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Senator Fryr. Do you wish to ask some questions of Mr. Bostwick ? 

Mr. Suaver. Yes. 

Mr. Bostwick, your statement on the very first page that at the con 
clusion of World ‘Waf II you started to build up your civilian business 
again. Is there not an inherent fear that the same thing is about to 
happen again ¢ 

Mr. Bostwick. That is exactly true. 

Mr. Srraver. And that as you are reduced in your equitable quota, 
the big segments of the industry go out and gobble up the customers ? 

Mr. Bostwick. They swell and swell and swell. We had one of our 
representatives from Chicago in the plant just before I left. He said 
in substance : “Well, gentlemen, we want you to take care of this busi- 
ness, and just as long as you can you will have it. But if you can’t, tell 
me. If you haven't got the rubber, and you can’t take care of it, 
tell me. I'll place the molds tomorrow. 

“Where?” 

“With the Big Four,” and he made no bones about it. 

They have gone into the eastern territory right behind our man, 
and they have said: “We can take care of your ‘civilian business; no 
trouble about it.” Business that we have had, customers of ours. 

Then a defense order comes up; our man can only take defense 
orders. A defense order comes along, and they say : “Well, we’ve got 
to take care of the man that’s taking care of us in the tough: times, 
so we'll have to give him the defense order, too.” 

Mr. Suaver. So it is cutting into your business two ways; by civilian 
customers and loss of defense orders, too 4 

Mr. Bostwick. Yes, sir. 

Mr. Suaver. Now, on page 3, Mr. Bostwick, you state: “Therefore, 
at that time we made an appeal.” 

When was that appeal made and to whom was it made ? 

Mr. Bostwick. It was made September 1 while Earl Glenn was, 
I believe known as being in charge—I don’t know what his title was— 
of the allocation of rubber through Rubber Reserve or something of 
that kind. 

Mr. Suaver. And when that appeal was granted, that gave you 
a base period quota plus an appeal quota ? 

Mr. Bostwick. Yes, sir. 

Mr. Suaver. It is my understanding from reading this statement 
that if you could use that as the base today and would take your cor- 
responding cut-back along with the big four on that figure, there would 
be no severe hardship? 

Mr. Bostwick. No complaint. I mean, we would still suffer but 
we would feel at least there was some equity and some justice and some 
fairness in the cut of that type. 

Mr. Suaver. You feel that you would be suffering equitably with 
big business ? 

Mr. Bostwick. Yes. 

Mr. Suaver. In other words, the situation is this: That although 
they are operating the big four on a base period when tire production 
was at its highest, they still reduce you back to your little base period 
after the appeal was granted. 

Mr. Bostwick. Yes. The big tire companies or the big four are 
having no trouble supplying customers. 
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Mr. Saver. Is it the general opinion of the industry they are hav- 
ing no trouble at all getting rubber? 

Mr. Bostwick. They are having no trouble getting rubber. 

Mr. Suaver. And do they make any bonies ‘shout telling you they 
have the rubber? 

Mr. Bostwick. No. I don’t say that they tell me—— 

Mr. Suaver. They tell your customers ? 

Mr. Bosrwick. They tell our customers. 

Mr. Suaver. As you stand today, have you been reduced 44 percent 
or a figure corresponding to that? 

Mr. Bostwick. Yes, and with the new 15 percent that goes in April 
1, which we got the word on this morning from the RFC, it looks like 
we'll be out of business. We will be able to operate maybe a couple 
of weeks in April. 

Mr. Suaver. By operating only 2 weeks in April, as you have amply 
demonstrated here, you will lose your labor force? 

Mr. Bostwick. We will lose everything; our investment, our plant, 
our labor, and everything. 

Mr. Suaver. And the economy of a small community will be de- 
stroyed ¢ 

Mr. Bosrwick. Absolutely. It depends upon that industry. 

We had a very enviable record in the last war in the production 
of rubber goods. We had always hoped and still hope that we will 
have that same opportunity again. 

Mr. Suaver. It seems apparent to you, does it not, Mr. Bostwick, 
that in the periods of emergency they need you for defense orders 
but at the end of those, you have got to rebuild your civilian customers? 

Mr. Bostwick. That’s right. 

Senator Tuyr. Thank you. 

Mr. Bostwick. Thank you, gentlemen. 

Senator Tuyr. Has Mr. Thornburg come in? 

Voice. Not yet. 

Senator Tuyr. If not, Mr. Sperry, of the Sperry Rubber & Plas- 
tics Co, 


STATEMENT OF PIERCE SPERRY, PRESIDENT AND GENERAL 
MANAGER, SPERRY RUBBER & PLASTICS CO. 


Senator Ture. Will you state for the reporter, Mr. Sperry, your 
first name, and you represent the Sperry Rubber & Plastics Co. of 

what city ¢ 

Mr. Sperry. I am Pierce Sperry, president and general manager of 
the Sperry Rubber & Plastics Co., Brookville, Ind. 

Senator Tye. You have no prepared statement ? 

Mr. Sperry. No, I do not, sir. 

Senator Tuyer. All right, sir. You may proceed. 

Mr. Sperry. Do you want general remarks or my opinions first ? 

Senator Trryr. Just whatever you wish to give us. 

Mr. Sperry. We have listened for 2 days to much discussion about 
several things. Most of these items, except Mr. Bostwick’s talk, do 
not affect me. Iam the president and general manager of a very, very 
small rubber company. You have heard from those much, much 
larger than we are. 
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We have in the neighborhood of 100 to 116 employees. We started 
operation in the processing of rubber in July of 1949. Therefore, we 
are small. We started in a community where none of our employees 
or the people that we were able to employ had ever worked in a 
rubber shop or had any idea about rubber, except for maybe a pair of 
boots that they wore. 

So during that time we had to, ~£ course, hire and train pe ope t to 
manufacture our type of produc. Therefore, the base period : 
chosen or picked is definitely very detrimental to our business because, 
as I mentioned, we started our wheels turning in July 1949, and that is 
about the start of the base period, too, if you want to go back a few 
days. 

Naturally the base that we obtained through the original procedure 
and set-up was very detrimental to us in our prospects and hopes of 
keeping our business alive. 

I bring that out to point out to you some of the reasons why what 
you have : heard so far does not concerns us much, particularly on MRO 
orders. We have not a history in back of us like these other people, 
all of them that you have heard, where they have been supplying 
customers for years and their products maybe have worn out and they 
are now going to be eligible and able to obtain MRO orders. 

I would dare say that we won’t do $100 worth of MRO business in 
a year’s time for the next 5 years. The truck-tire program doesn’t 
concern us a bit. We realize their predicament and their position, but, 
again, we, as a small manufacturer of miscellaneous extruded rubber 
products, are not interested in the tire picture and I am happy to 
present our picture because I feel it is another phase of the industry 
which I believe our Government is concerned with. 

The retread program doesn’t hit us at all because we don’t manufac- 
ture that type of product. 

DO orders are something that we are vitally interested in, but, being 
a small shop with a little history in back of us, it is very, very difficult 
for us to get DO orders. We have tried ever since this rubber order 

came out and DO started. But we could run all the DO’s that we are 
able to get, with all of our limited ability saleswise, we could run all 
of those in one-half day per month. So that isn’t going to keep our 
shop working; it isn’t going to pay our expenses for a long time; and 
until DO’s become a I: arge enough quantity so that they will eventually 
sift down to the lower level, which I feel we are in. 

We are also in a different position than some of the others you have 
heard. We don’t happen to have any lines that we can throw out, 
such as garden hose, which up until now, I suppose, was a rather cheap 
type of business. We can’t throw out garden hose or any other type 
of line and use that rubber or our allocation part of it for the regular 
type of product we manufacture; we do not have that history in back 
of us. 

Reclaimwise, yes. The boys that are bigger than we are—and I am 
not referring necessarily to the Big Four; T am referri ing to my fond 
competitors, Mr. Bostwick, Mr. Keach, and some of these others. 
They, by the very nature of their business and the success that they 
have had, have a lab that is sufficiently acquainted with the use of 
reclaimed that they can convert quickly. We have no lab. We have 
some outside help that will give us whatever information they can 
in a long process of finding out what we can do with reclaimed. 
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All right, we find we can develop some of our products into re- 
claimed. Then we have the problem of going out and buying the 
reclaimed. 

Not to be licked on that, we have made a deal with some of our 
friends larger than we are to reprocess some of our scrap and give us 
a quantity of reclaimed, along with what we have been able to pick up. 
It may help our cause sometime in the near future. That is our 
problem reclaimwise, and as far as the comments you have heard 
from others so far. 

I suppose that I am in a very enviable position. In talking to some 
of my friendly competitors, I have been told and have found out that 
it is difficult to get a new allocation or an increase on your allocation 
as the order now stands and as it is now administered. Such is not 
the case in our company’s position, because we did get a minor increase 
over what I consider our very unfair base. The minor increase per- 
mits me to work 3 to 314 days a week, two shifts only per day, if I 
do not have to run any heavy items. And in a small plant of our 
size, you cannot be choosy; you have to take the orders you can get 


and when John Jones says: “T want you to run my heavy item because - 


you have been running it,” you are going to run it or at least T am 
going to because I don't know any other way out. 

So when that day comes or when that week comes, I will run from 
2 to 21% days and possibly 3 days a week. 

Senator Taye. What do you refer to, Mr. Sperry, as your heavy 
items ? 

Mr. Sperry. Larger size extruded items. We will say, a normal 
size will be a refrigerator-door gasket or even less in cross-section. I 
have some refrigerator -door gasket system which is four times the 
weight of a nor mal refrigerator gasket, and I got this business back 
in the day when I sadly_ needed it and I today cannot throw that 
customer out and tell him: “Well, I can’t take care of you even on 
a share percentage or a fair percentage,” because I know he depends 
on me for that. Iam talking about items like that which maybe weigh 
four times my normal extrusion weight. 

Senator Toye. What are the other items, some of them / 

Mr. Sperry. Oh, washing-machine-lid gaskets, base gaskets, tubings 
that are used for various purposes, two or ‘three automotive parts, three 
actually; items of that type. 

The only other complaint that I have—I suppose I should hang 
my head in shame because once you get something you shouldn’t cry 
about it, but I did get this slight increase. My complaint is that. it 
does not put me on ‘what I consider to be an equitable basis with the 
rest of the rubber industry, because what is right about B. F. Good- 
rich, the Big Four, anybody in Akron, or anybody else in the United 
States running 6 days a week, three shifts per day, and me down to 
a basis of 314 days per week, possibly 4 if I stretch it, if I am successful 
in recounting, nad then maybe even less than that per week on a 
two-shift basis ? 

I couldn’t get on a three-shift basis back when the figures were set 
up because I had to train foremen, keymen, and I had to train all the 
personnel in our factory. So we had to start out on one shift; then 
eventually two shifts. When we got ready to start the third shift and 
we had the business for it, the rubber order hit us, so we were not able 
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to get on a three-shift basis like the Big Four or anybody else in that 
category. 

That is all I have on it. 

Senator Ture. Have you any questions ? 

Mr. Suaver. Just one or two. 

What is your allocation? How much rubber are you allotted ? 

Mr. Sperry. On the new basis, revised, and with the increase / 

Mr. Suaver. Well, wait a minute. Let’s break it down. On the 
new basis how much were you allocated and how much was given 
you on appeal ? 

Mr. Sperry. Well, when the order first came out—do you want to 
start from the back ? 

Mr. Saver. Yes. 

Mr. Sperry. It was in the neighborhood of 33,000, 32,700 pounds 
per month. I can’t say that those figures are exact, but it was in that 
neighborhood. 

Then I appealed again and got it up to 60,000; first up to something 
in the neighborhood of 46,000 pounds, after we had had a little 
progress. I told the Administrator then I was going to be hampered, 
but I didn’t want to restrict our employees’ efforts as their production 
ability came up. I expected the right to keep them working a full 
workweek. I was told when that day came around to come back, 
which I did, and our productive ability did come up. So I got it up 
to 60,000 pounds per month, 

Then the new order came out in February and reduced me back to 
the 33,000 pounds. 

Then I reappealed and after some effort I got the thing back up to 
a point now where it is 46,667 pounds. 

Mr. Straver. How long was your appeal outstanding before it was 
granted ? 

Mr. Srerry. The last appeal ? 

Mr. Suaver. The last appeal. 

Mr. Srerry. Two to three weeks; possibly three to four. I cannot 
definitely tell you; I do not have the records with me. But I will 
say this: I had to come down here twice to get it out the last time. 

Mr. Suaver. You had to come to Washington personally twice ? 

Mr. Sperry. Oh, yes, because I fight for these things. I am not 
shutting down my family’s company, my friends’ company, and our 
employees’ company without a fight. { was told first I couldn't get it. 
[ told our stockholders and everybody else that I would come down 
here and fight, and I told everybody in Washington that I was down 
here and was going to leave no stones unturned until I found out if 
I had to go back and tell them, “Washington shut you down and your 
factory down.” 

Mr. Suaver. Is it your opinion, Mr. Sperry, that the administration 
of this program is not paying sufficient attention to the public law, 
which says they should have due regard to the needs of new businesses 
and the establishment of hardship cases? 

Mr. Srerry. How could you ask that question when you realize that 
Akron is running 6 days a week, three shifts per day, and a new busi- 
ness where we have a lot of small people in these United States—and 
believe it or not, we are the people who turn the wheels in the United 
States; it isn’t Akron—when they run on that kind of a basis and put 
me on the basis of 314 days and I am supposed to smile and be happy ? 
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Mr. Suaver. I am just trying to get it in the record, Mr. Sperry. 

Mr. Sperry. I hope it is there. 

Senator Tarr. Mr. Sperry, at the time the act was passed or de- 
bated on the Senate floor, we tried to get into the act the safeguards 
that would protect organizations such as yours, those that lived 
through the administration of our respective State governments dur- 
ing the war years, and leading up to the development of our full war 
industries in the early forties. We knew how one after the other of 
the small-business firms in our State were simply crowded to the wall 
because they did not have contracts, they were not allocated mate- 
vials. We fought bitterly to keep them going or to reestablish them 
under subcontracts. 

When we wrote this act we endeavored to safeguard ourselves 
against a reoccurrence of that and the purpose of “this committee 
meeting here, and my purpose, is to try to unsnarl what seems to be a 
very tangled mess, so far as small business is concerned. 

Mr. Srerry. That is why I have faith in these United States. 

Senator Ture. Thank you, sir. 

Mr. Srerry. I would like to say one more thing, sir, as a private 
citizen of the United States and not representing any company: That 
is that I believe you have started here something that. should have 
been started long ago. But, on the other hand, I want to bring out 
that I believe the intent of this is for those who administer this pro- 
gram to sit here and listen and to find out if they have erred and 
if so, to do something about it. 

I am very, very unhappy to sit here for 2 days and see men con- 
nected with the Government of the United States, and particularly 
those who administer this act, sit back here and nod and smile at 
ach other when some poor son of a gun like me gives a sad story. 

Senator Turse. Of course, they still have got their day coming. 

Mr. Speerry. I hope so. 

Senator Tarr. That concludes all, unless Mr. Thornburg has 
come in. 

Voice. He has not come in yet. 

Senator Ture. Is there anyone who would like, or would it be 
convenient for someone to make their testimony now rather than to 
carry over, if you are scheduled for tomorrow ? 

We reconvene at 10 tomorrow. I will sit here for another 45 min- 
utes, if someone would care to make a statement, in order that it 
might be to your convenience to do so. 

There are none who speak, therefore we stand in recess until 10 
o'clock tomorrow mor ning. 

(Whereupon, at 3:45 p. m., the committee recessed until 10 a. m., 
Wednesday, March 28, 1951.) 
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WEDNESDAY, MARCH 28, 1951 


Unrrep States SENATE, 
SUBCOMMITTEE ON RUBBER OF THE 
SeLect COMMITTEE ON SMALL Bustrness, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., room 457, 
Senate Office Building, Washington, D. C., Hon. Guy M. Gillette 
(chairman of the subcommittee ) presiding. — 

Present: Senators Gillette, Hunt, Hendrickson, and Thye. 

Also present: Mr. Shaver. 

Senator Gitterre. The subcommittee will come to order. The sub- 
committee meets today pursuant to our recess yesterday afternoon, to 
continue further investigation and the hearing of witnesses on the 
further investigation into the production and distribution of rubber. 

The first witness today is Mr. Harry C. McCreary. 


STATEMENT OF HARRY C. McCREARY, PRESIDENT, McCREARY 
RUBBER CO., INDIANA, PA. 


Senator Gitterre. Your name is Harry C. McCreary. 

Mr. McCreary. That is correct, sir. 

Senator Giutierre. You live where? 

Mr. McCreary. Indiana, Pa. 

Senator Gitterre. With what company are you connected? 

Mr. McCreary. I am president, McCreary Tire & Rubber Co. 

Senator Gittetre. What is the McCreary Tire & Rubber Co. ? 

Mr. McCreary. They manufacture truck tires, passenger tires, and 
camelback. 

Senator Giiierre. You are president of that concern ? 

Mr. McCreary. Yes, sir. 

Senator Giuuerte. It is a corporation ? 

Mr. McCreary. Yes, sir. 

Senator Guuerre. Will you be seated, Mr. McCreary ? 

Do you have a formal prepared statement that you would like to 
read ¢ 

Mr. McCreary. Yes, sir. 

Senator Gitterre. Will you peed please ? 

Mr. McCreary. My name is H: arry C. McCreary, and I am president 
of the McCreary Tire & Rubber Co., of Indiana, Pa. 

Our company employs 241 people, has been in continuous operation 
more than 35 years, and is, I believe, the smallest actual manufacturer 
of truck tires in the United States. 
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We make three products, namely: Truck tires, passenger tires, and 
camelback. Camelback is the material used to retread both truck and 
passenger casings, and is of prime importance in the conservation of 
natural crude rubber, and in keeping essential transportation moving. 

Truck tires represent 8714 percent to 90 percent of our total tire 
tonnage, with passenger tires the re maining 10 percent to 1214 percent. 

The manufacture of camelback was an expansion of our business, 
and was first authorized by our board of directors in January 1949. 
Experimental production on a limited pilot-plant scale started in June 
of 1949, and was continued on this basis until the middle of May 1950, 
when we advised the Rubber Reserve of Reconstruction Finance Cor- 
poration we were ready to commence full scale operation, and re- 
quested the necessary synthetic rubber. Please note that, as of this 
date, May 1950, synthetic rubber was being distributed by RFC, and 
had not yet been taken over by the Nation: ul Production Authority. 

It is extremely important to note that this period in which we were 
learning to manufacture camelback, and during which we operated 
our equipment on an experimental pilot-plant ‘scale, included 11 of 
the 12 months that subsequently became our historical base period, 
and is now used by NPA as the yardstick to determme our share of 
synthetic rubber for civilian use. The injustice of this is clearly 
shown when you look at our production in the 6 months following 
the base peirod, and see it was more than five times that of the monthly 
average during the base period. Obviously when NPA uses this base 
period to determine our share of civilian rubber today, it arrives at 
a completely unrealistic figure which is totally inadequate for actual 


production. 
This brings into the open our basic disagreement with NPA, 
namely : 


(1) In September of 1950 NPA recognized the injustice of the 
historical base period as it applied to us, and authorized reasonable 
adjustment. 

(2) In February of 1951 they reversed themselves completely, can- 
celed the adjustment made on September 13, 1950, and reinstated the 
historical base period as the yardstick to measure our supply of 
civilian rubber. 

We protest and submit for your consideration : 

(1) Is it fair for NPA to use a base period during which our tire 
production was at the lowest point since the depression, and our camel 
back was on a pilot-plant experimental basis, while the four largest 
manufacturers were working 6 and 7 days a week, and we were work- 
ing 3 and 4 days per week ¢ 

(2) Is it fair to use a base period when our large competitors were 
wolling their tire departments on an all-out basis due to an unprece- 
dented demand for original equipment tires for new motor vehicles, 
when this type of business is denied us? 

(3) Now that NPA has cut back the use of steel 20 percent, and 
ihendby presumably will reduce the production of new motor vehicles 

like amount, is it fair that the four original equipment manufac- 
turers should continue to receive rubber for these new vehicles that 
will not be made? 

I would just like to comment on that: This matter of this bonus 
that we were talking about yesterday is not a matter of small conse- 
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quence. It amounts to 5,500,000 pounds of rubber per month. Those 
figures are accurate, I believe, and were introduced into an industry 
advisory committee meeting which I attended on February 27, I 
believe it was—the 17th or 27th, I cannot remember just which—by 
Mr. Friedlander, president of Dayton, who was perfectly competent 
to give those figures with reasonable accuracy. Five million and five 
hundred thousand pounds of rubber per month is not a small matter, 

Senator Gitterre. Were you a member of the Industry Advisory 
Committee at that time / 

Mr. McCreary. Yes, sir; I was. I was invited to jom the in- 
dustry advisory committee in October, I believe it was, 1950. 

As I have already said, NPA first recognized the unreasonable 
hardship of the historical base period when, on September 13, 1950, 
they established our right to use 679,492 pounds of rubber per month. 
They completely reve rsed themselves on February 19, 1951, when they 
returned to the historical base-period yardstick, and reduced the 
amount of rubber we are permitted to use for April and presumably 
each month thereafter to 315,117 pounds, a cut of 53.6 percent. 

Senator Gruterre. May I interrupt you there. You spoke earlier 
in your statement of the fact that an adjustment was made in Sep- 
tember where you were made an extra allotment because of the hard- 
ship you faced? 

Mr. McCreary. That is correct. 

Senator Giiierre. That was then reversed in February of this yea 
with this very substantial cut. 

Mr. McCreary. Yes, sir. 

Senator Gitietre. What was the reason given to you for that cut ? 

Mr. McCreary. I have had no reason given to me. 

Senator Gitterre. Do you know whether it applied to just your 
company or was it applied over-all ? 

Mr. McCreary. It was a cut given to all members of the industry 
who had received hardship allotments. 

In other words, what happened in effect was that we were all 
simply set back to our historical base period and all hardship allow- 
ances were automatically canceled. 

Senator Griiterre. Were you called in for consultation before that ? 

Mr. McCreary. No, sir. 

Senator Giititerre. The first you knew of it was when announcement 
was made that this cut would apply to your company ¢ 

Mr. McCreary. That is correct, sir. 

Senator Gittetre. Proceed. 

Mr. McCreary. Under the February 19, 1951, allocation our civilian 
workweek was reduced to— 

(1) Making truck tires 114 days per week. 

(2) Making passenger tires 314 days per week. 

(3) Not making any camelback at all. 

Realizing we would promptly lose all of our highly skilled labor, 
and could not possibly remain a going concern on this kind of a work- 
week, we filed an appeal with the Rubber Division of NPA on March 
2,1951. This appeal was most carefully prepared, within the criteria 
established by NPA itself, and on March 9, 1951, we received their 
reply and found that for April 1951 we could— 

(1) Make truck tires 2.4 days per week. 
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(2) Make passenger tires 2.4 days per week. 
G) Make camelback 2.4 days per week. 

Now since then we have been advised that there is a further reduc- 
tion coming at April 1, which will cut us back right across the board 
from 2.4- days- a-week oper ation, to 2.04-days-per-week operation. 

To restrict our little company to a civilian workweek of 2.4 days 
will completely destroy us and eliminate us from further competition. 
It will also destroy many of our customers who depend upon us for 
a major portion or all of their supply of new tires and camelback. 
It will— 

(1) Cost more than 200 skilled rubber workers their jobs. This 
should not be lightly passed over as it is a fact—and was so testified 
to yesterday by Mr. O’Neill—that skilled truck-tire builders were 
actually taken out of the front lines and returned from overseas 
during World War II. And please also note that 87.5 to 90 percent 
of our tire production is the heavy-duty truck tire. 

(2) Destroy a considerable part of more than 400 individual small- 
and large-tire dealers and retreaders who look to us for their supply 
of new tires and camelback. 

(3) Destroy a capital investment in excess of $2,000,000. 

ave ith the dissolution of this company so br utally confronting us 

ared, and on March 16, 1951, filed with the Rubber Division 

NPA a new appeal, and attached documentary evidence to thor- 
pat est: ablish the vital necessity of sufficient rubber to permit a 
civilian workweek of not less than 4 days, if we are to remain a going 
concern, As this is written we have not received a reply to this appeal. 

I would like to digress from the prepared statement to this extent, 
if I may, sir: Your honorable committee can perform a great service 
to the entire rubber industry if they will ask General Services Admin- 
istration why they are not buying the so-called offgrades of rubber 
and releasing them now to the industr y for use. 

The point I am trying to make is that I am reliably informed 
that at the present time w hat are known as offgrade rubbers are going 
begging in the Far East. Our purchasing agency—the governmental 
pure ch: asing agency—has not purchased and released this stuff to the 
trade for use and they have not purchased it for the stockpile because 
it is not satisfactory stockpile. It will mold and rot and cannot be 
kept long in a stockpile, but it is perfectly adequate for many, many 
uses and could be used by not only ourselves but many others in this 
industry who are crying for rubber. If you folks would ask why 
that is not being done, it might help. 

Senator Giterre. We are glad to have the suggestion, but this 
so-called offgrade rubber applies only to natural rubber ? 

Mr. McCreary Yes, sir. 

Senator Grtterrr. But you maintain that it has uses and we could 
absorb it to advantage at the present time? 

Mr. McCreary. Exactly so. To great advantage. 

The only reason, as 1 understand it, that General Services Admin- 
istration is not buying it is because it cannot be stockpiled. However, 
it can be used within a reasonable period of time very effectively. 

Senator Gitterre. Senator Hunt 





Senator Hunr. What is preventing the private industry from 
buying it? 
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Mr. McCreary. The Federal Government is the sole buyer of rubber. 
Shall I continue? 

Senator Gitterre. We appreciate the suggestion and the committee 
counsel will make inquiry. 

The record will show you will address a letter in the name of the 
subcommittee asking the General Services Administration about that, 
and what the possibilities are. 

Proceed. 

Mr. McCreary. We are entirely willing to bear any sacrifice neces- 
sary in the interest of our country when such sacrifice 1s shared equally 
by all other manufacturers in our industry. 

We are not willing to accept without protest the prompt and in- 
evitable destruction of this company by the NPA’s blind adherence 
to an iniquitous “historical base period” yardstick which reduced us 
to an unlivable workweek, and favors the large original equipment 
manufacturers. 

Having exhausted all other means open to us, we can now look only 
to your honorable body for relief. 

Senator Gitterre. I would like to ask you two or three questions 
to clear up the record: Were you assigned your base under the yard- 
stick that was being used this last September ? 

Mr. McCreary. Yes, sir. 

Senator Gitterre. Then in February it was cut down. 

Mr. McCreary. Yes, sir. 

Senator Gitterre. How much notice did you receive that that was 
going to be cut, in length of time ? 

Mr. McCreary. I did not get any notice—I think I can locate the 
dates. It was Mr. Fleischmann’s letter dated February 19 which 
reached us on, I believe, the 23rd. 

Senator Gitzetre. That was the first intimation you had of that cut ? 

Mr. McCreary. Yes, sir. 

Senator Gitterre. Did that cut reduce you to your historic base? 

Mr. McCreary. It did, sir. 

Senator Grtterre. You just testified that you received information 
from some source that a further cut was contemplated. 

Mr. McCreary. Yes, sit. 

Senator Gittetre. From where did you receive that ? 

Mr. McCreary. That was at an industry meeting held last Friday 
in the Department of Commerce, an Industry Advisory Committee 
meeting which I attended. 

Senator Gitterre. You were advised then that there would be a 
cut ? 

Mr. McCreary. Yes, sir; we were all advised. 

Senator Gitierre. If that further cut is made it will reduce your 
allotment below the base established by the over-all date base of Sep- 
tember ? 

Mr. McCreary. Oh, yes; much below the base in September. 

Senator Grutetre. Was the information that you received of a 
nature that would show that that was to be applied all along the line, 
to everyone, and the yardstick that had been used was to be abandoned ¢ 

Mr. McCreary. No, sir. I am not sure that I understand your ques- 
tion, but the notice we received from Mr. Fleischmann did not com- 
ment on anybody else’s allotment, or that we were being returned to 
a historical base period or anything else. It simply said that, “As of 








170 RUBBER SURVEY 


such and such a date you will be permited to use” and then it cited the 
amounts that we would be permitted to use. We knew very well that 
it was our historical base period. 

Senator Guterre. Now this information that was conveyed to you 
at a meeting that you attended of a further reduction, it would reduce 
you below your historic base ? 

Mr. McCreary. Yes, sir. 

Senator Gitterre. Did they give you any information that the 
base that you had received through the yardstick of the year that 
they had selected, if it is redueed, then they are abandoning the yard- 
stick, are they not ? 

Mr. McCreary. It is a percentagewise reduction to all companies 
across the board. 

Senator Gitterre. That is what I asked you. You were notified 
that if that cut was to be made, it would apply to everyone? 

Mr. McCreary. Do you mean at this meeting last Friday ? 

Senator Grtetre. Yes, sir. 

Mr. McCreary. Of course, that would automatically apply to 
everybody. 

Senator Guterrr. Did they tell you what yardstick they were 
going to use in that new cut? 

Mr. McCreary. Yes, sir. They will use a percentage of the same 
base period. 

In other words, as the thing did stack up in the month of March, 
for example, you were allowed to use 95 percent of your total available 
rubber. 

Now then, the proposed cut, as I understand it, would reduce that 
to approximately 81 percent. 

Senator Giuterre. That was the point that I wanted to bring out, 
whether they retained the base of the yardstick and changed the 
percentage. 

Mr. McCreary. Oh, yes; they retained the base. 

Senator Guerre. Instead of selecting a new base ? 

Mr. McCreary. Yes; that is correct. 

Senator Gittetre. Counsel 

Mr. Suaver. In other words, Mr. McCreary, under this new cut 
you get 81 percent of an already established ‘unfair base period to 
your company; is that correct ? 

Mr. McCreary. That is correct. The historic base period, which 
is the basic period on which all of this is computed, covered a period 
of time at which we were operating at a little bit less than 48 percent 
of capacity, to a maximum of 59 percent of capacity for a 5-day week. 

Mr. Suaver, And NPA recognized that unusual situation in your 
company last September and granted you an adjustment ? 

Mr. McCreary. Yes, sir; they certainly did. 

Mr. Suaver. Do you feel, Mr. McCreary, that if that adjustment 
were added to your base period; you could then take your reduce 
tion in line with all the other members of the industry 

Mr. McCreary. Yes, sir; I would be delighted. 








Mr. Snaver (continuing). And you would be perfectly willing to 
vo down across the board with all of them? 

Mr. McCreary. I certainly would, because I would then feel that 
I had been raised to a full 5-day week and my cut-back would be 
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from a 5-day-week operation instead of from a 2.4-day-week 
operation. 

Mr. Saver. Now, I want to develop this 5.5 million pounds of 
rubber which you said would be made available each month through 
the 25-percent reduction in the automobile-production business. 

Mr. McCreary. Yes, sir. 

Mr. Suaver. Is it your understanding, Mr. McCreary, that on April 
1 the Big Four, with sole access to this 5.5 million pounds, would be 
able then to go out and compete against your company and compa- 

rable companies like yours ¢ 

Mr. McCreary. Exactly so. That is the whole point at issue. 

Mr. Suaver. Do you have any idea, Mr. McCreary, how much this 
5.5 million pounds constitutes on a monthly basis, percentagewise, or 
with regard to putting that in a kitty, as to how far it would go in 
taking care of the inequities which have been presented to NPAZ 

Mr. McCreary. It would be purely a guess, of course. 

Mr. Saver. I understand that. I just wanted your opinion if you 
have one. 

Mr. McCreary. Your 5.5 million pounds comes to a little more 
than 2,500 tons per month. 

Mr. Suaver. Will that go a long way toward curing the hardship 
on the little companies if that were put into a pool to go across the 
board ? 

Mr. McCreary. It would go a tremendous distance; tremendous. 

Mr. Suaver. I now refer to the present reduction, before this new 
one in April. Your company, I believe you stated, in operation had 
been reduced 53.6 percent below that appeal which was granted in 
September ? 

Mr. McCreary. Right. Exactly so. 

Mr. Suaver. How much more percentage of reduction will come 
with the next reduction ? 

Mr. McCreary. I figured it only in terms of a workweek. It re- 
duces us from 2.4 days to 2.04 di: ays per workweek. 

Mr. Suaver. Will that discontinue your operation ? 

Mr. McCreary. We cannot continue in operation and I submitted 
to NPA documentary evidence to establish the fact that we had to 
work more. 

Mr. Swaver. Unless the NPA adopts the policy of going back to 
your appeal plus your base period, or gives you a fair share of this 

5.5 pounds of saving, your company will be destroyed 

Mr. McCreary. There is no question about it. Completely de- 
stroyed. 

Senator Gruterre. Thank you very much, Mr. McCreary. 

The next witness is Mr. V. A. Catozella, O'Sullivan Rubber Corp., 
of Winchester, Va 


STATEMENT OF VINCENT A. CATOZELLA, REPRESENTING 0’SUL- 
LIVAN RUBBER CORP., WINCHESTER, VA., ACCOMPANIED BY 
PAUL TERRETTA, EXECUTIVE VICE PRESIDENT 


Senator Gitterre. Your name is V. A. Catozella / 
Mr. CarozeLia. Yes, sir. 

Senator Gutterre. And where do you reside / 
Mr. Carozetia. Winchester, Va. P 
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Senator Giiterre. You were connected with the O’Sullivan Rub- 
ber Co. ? 

Mr. CarozeLia. Yes, sir. 

Senator Giutterre. In what capacity ? 

Mr. Carozenua. President. 

Senator Giterre. You may proceed. 

Mr. Caroze.ia. I would like to have my associate sit nearby in case 
we need some figures, if you do not mind. 

Senator GitLerre. Would you like to read your prepared statement, 
Mr. Catozella ? 

Mr. Carozetia. If I may, please, and I would like te put a couple of 
sentences in front of it, one being that if there is any doubt about it, 
O'Sullivan could use some more rubber, just in case. 

Senator Giuterre. I think that could be prefaced to most of the 
statements. 

Very well, proceed, Mr. Catozella. 

Mr. Carozeuua. I ai like to oversimplify the problem for a 
second, just to describe our position. Let us talk in terms of 1,000,000 
tons a year consumed by the civilian industry—roughly 1,000,000, 
and roughly representative—it may not be that amount every year. 
Then we say that the transportation category, that is tires and tubes, 
uses 700,000 tons, and the other 21 product categories—that is 22 ree- 
ognized by the Department of Commerce and statistically carried that 
way—use the other 300,000 tons. AJ] the remaining 21 categories use 
30 percent, normally, of the total about which we are talking. 

The heel and sole industry, of which we are a member, uses about 
3 percent of that 300,000. I understand this uses about 70,000 tons of 
the 300,000, which, as you can see, is about 70 percent of the whole 
total. 

A company like ours uses about 5 percent of that 70,000 tons. 

Strangely enough, I believe the heel and sole industry is second 
largest in the product categories. 

Senator Gitterre. | was going to ask if your item was not second 
after the tire industry. 

Mr. Caroze.ua. I believe so. 

Now, I will go to the statement. 

The O’Sullivan Rubber Corp. has been engaged in the business of 
supplying rubber heels and soles to the shoe manufacturing and repair 
trades since 1596, Since 1932, its principal center of operations has 
been in Winchester, Va., at which location today all of its rubber prod- 
ucts are manufactured, and from which point the distribution of all 
products is directed. In the production of rubber products, we em- 
ploy between 350 and 700 persons, depending, of course, upon the 
volume produced. Our present employment in the production of rub- 
ber products varies between 400 and 500 salaried employees and wage 
earners, depending upon available materials. Our total employment 
exceeds this figure by approximately 100 persons who are engaged in 
the manufacture of plastic materials or in sales and administrative 
work in rubber, plastics, and findings. 

Our deep concern over the Nativ..«i Production Authority’s system 
of i ating rubber centers around three main points, as follows 

Our first and most serious objection is that the a of 
a on an over-all company basis, rather than by product cate- 
gories, permits some large diversified rubber manufacturers to divert 
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rubber from their over-all allocation into any product categories 
that offer them the best opportunity to obtain a more firm grasp on 
the present and future market at the expense of small, independent, 
sin Ne line producers. 

For example, a large tire manufacturer who also produces other 
lines of rubber products, for instance, heels and soles, may divert 
rubber, which had been allocated to him on the basis of his historical 
consumption in tires and tubes, into the manufacture of heels and 
soles. 

Since the total amount of rubber used in the manufacture of tires 
and tubes is vastly greater, by 10 times or more, than that normally 
used in his heel and sole division, he is in a position to double his heel 
and sole production through a reduction of a modest 5 to 10 percent 
in his tire and tube production. Since steel and other shortages may 
reduce new automobile production, and since there will be a mandatory 
increase in the use of retreads, the requirements for new tires will 
surely be reduced and a diversion of 5 to 10 percent may be no hard- 
ship at all. 

With this extra rubber for heels and soles, he can place himself in 
position to offer virtually unlimited quantities of these products at 
a time when some independent manufacturers like ourselves are forced 
to ration its production among our customers. His incentive to do 
this is very strong. By being able to deliver the required quantities 
at will to shoe manufacturers and to the repair trade at a time when 
the majority of producers cannot, he can entrench himself solidly 
with new customers and old customers as a more reliable source of 
supply than the independent producer, and he can use this position to 
obtain an ever-increasing segment of the market, both for the present 
and for the future. Whereas in a normal economy, independent, 
single product manufacturers, like O’Sullivan, can compete effectively 
through aggressive and effic ‘ient management and ingenuity, these 
same small produc ers are, by reason of the present rubber allocation 
procedure, placed in a disad vemtaguéds competitive position, not only 
for the present, but for the future as well. 

We have informed the appropriate authorities by telegram, by tele 
phone, and by letter that such a condition exists, and we have urged 
that rubber be allocated by major product categories to all manu- 
facturers of rubber products on the basis of past consumption by the 
same product categories. Then if a company did not use all of its 
allocation in a product category, the remainder should be returned to 
the National Production Authority for reallocation, not diverted to 
another category at the discretion of the company. 

Such a plan offers no administrative obstacles; the information is 
either already available or can be made available with little extra ef- 
fort. This would rule out the opportunity of unfair competition. 
The office of the Rubber Division of the National Production Author- 
ity has steadfastly refused to consider such a program, nor have they 
bothered, to the best of our knowledge, to ascertain the extent to 
which their system of allocation discriminates against some com 
panies, 

I would like to read an exchange of correspondence on this matter. 
A telegram was sent to Mr. Spencer of the Rubber Division of the 
National Production Authority on January 28, reading as follows: 


Present method of new rubber hydrocarbon allocation for civilian consump 
tion imposes unfair and unnecessary hardship upon smaller nondiversified rub- 
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174 RUBBER SURVEY 


ber consumers, including O'Sullivan. Heel and sole industry uses small per- 
centage of total rubber consumed. Large company can divert an unimportant 
fraction of rubber allocation from tire division, for example, to heel and sole 
division and thereby increase production far above that division’s base. While 
we are apportioning output in fractions to our customers, some competitors are 
able to offer virtually unlimited quantities. If this continues for even a few 
weeks longer, O'Sullivan will lose its position in the shoe factory and repair 
trades. Urgently request allocations be made to companies by divisions based 
upon the 22 product groups rather than by over-all company totals. If allocated 
rubber is not consumed by one division, for whatever reason, it should be returned 
to NPA for reallocation, not diverted to another division where it may produce 
unfair competition and serious damage to smaller companies. Believe this 
method would also result in improved conservation of rubber. 


In reply to this telegram, we received a letter from Mr- Spencer, 


dated February 5, 1951, which reads as follows: 

We reply to your wires of January 28 to Mr. Manly Fleischmann and to the 
writer. 

NPA believes that for the near future there is little likelihood that nondiversi- 
tied users of rubber will be seriously endangered by competition from diversi- 
fied users. 

At present the civilian demand for all types of rubber products far exceeds the 
ability of the manufacturers to supply under the present regulations which limit 
the total consumption of new rubber. Consequently all manufacturers are hav- 
ing difficulty satisfying their customers in all lines in view of their limited quan- 
tities of raw materials for all purposes. 

The guiding principles embodied in the present M-2 orders assume that the 
forces of free enterprise will operate in such a mainner as to accomplish pro 
rata production and distribution of the diversified products normally supplied 
by any given manufacturer (consumer of new rubber). 

Looking to the future, however, we are now in the process of establishing 
specifications of end products as a preliminary step to the possible establishment 
of allocation by end products. We hope that this does not become necessary but 
are taking steps now to meet this eventuality in case such action does become 
necessary. 

We appreciate your suggestions and you are assured that they will be given 
proper consideration. 


We felt that the reply was entirely inadequate and, further, that 
its tone indicated that the problem was not adequately understood, 
since a good portion of the reply was devoted to a matter entirely un- 
related to the problem at hand. We took issue with Mr. Spencer’s 
stand by a letter addressed to him, dated March 2, 1951, reading as 
follows: 


Thank you for your prompt reply to our telegram of January 28. We take 
strong exception to your opinion that “there is little likelihood that nondiversi- 
tied users of rubber will be seriously endangered by competition from diversified 
users.” We reiterate the points made in our telegram that (@) such “unfair” 
competition already exists, and (0) even if it didn’t, it would be fostered and 
encouraged by the present method of allocating rubber for civilian consump- 
tion. 

It would be very quick and simple for you to require rubber-consuming 
companies to report base period consumption by product categories and current 
consumption by these same categories. Such statistics would leave no room 
for argument or opinion. We contend that important and permanent damage 
to the trade position of an independent operating in a single small category can 
arise from the ability of a diversified rubber consumer to divert relatively un- 
important portions of his rubber allocation from a large product category to 
the smaller ones in which he competes with the independent. For example, 
we estimate that civilian requirements for tires, both original equipment and 
replacement, will be reduced, as compared to the base period, by the equivalent 
of no less than 70,000 long tons of new rubber hydrocarbon in the next 12 
months. 


If I may interpolate there, we made that estimate, not on any 
announced cut-back, but on our estimate of how much steel shortages, 
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and so on, would cut new automobile production and how much 
ramelback production would reduce requirements for new replace- 
ment tires. 

This.is more than the entire annual consumption of the rubber heel and 
sole industry. 

We insist that such product category surpluses should not be available to 
diversified users for penetration into other rubber markets, and, further, that 
failure by the Government to recapture this rubber is contrary to the stated 
objective of the NPA to conserve rubber. 

We again urgently request that NPA take steps to allocate future civilian 
rubber requirements by product categories instead of by companies. 

We have not, as of March 21, had any acknowledgment of this last 
letter. 

We are at a complete loss to understand why there should be any 
reluctance to at least determine how much damage is being done, 
since the method of determination is so simple and imposes no 
burden on any one concern. 

We have suggested, as you will note, that a report be obtained 
from the rubber-consuming companies on their base period consump- 
tion by product categories; in this case, heels and soles. All rubber 
companies are presently required to report their total rubber con- 
sumption. ‘These reports can easily be broken down into consump- 
tion by product categories during the base period and for current 
months. ‘The base period consumption could then be compared to 
the present rate of consumption by product categories, and we submit 
that there will be startling evidence in support of our contention that 
unfair competition exists. 

The allocation procedure in effect today, combined with the seem- 
ingly indifferent attitude of the National Production Authority, with 
regard to this specific issue, places the Government in the embarrass- 
ing position of actually fostering unfair competition and giving offi- 
cial sanction to monopolistic opportunities. 

We are not in position to offer this committee accurate and detailed 
statistics to prove our contention, but the National Production Au- 
thority is, and we feel that in the interests of small, independent 
businesses, the public, and the Nation as a whole, the National Pro- 
duction Authority should be required to diagnose this inequity and 
take remedial action immediately. 

We have established to our complete satisfaction, and to our dismay, 
that this distribution of rubber on an inequitable basis has seriously 
eee our prestige, reputation and competitive position in the 
industries we serve. He have lost customers, not because of our ina- 
bility to deliver under present rubber consumption limitations, but 
because these same customers are finding no trouble whatsoever in 
obtaining liberal quantities of the same products from some our com- 
petitors. 

In the shoe repair market, where the O'Sullivan line is the oldest in 
the field and has been a strong factor for many years, we find the fol- 
lowing development, as shown by the Rubber Manufacturers Asso- 
ciation statisties. In January 1951, our industry shipped 42 percent 
more rubber heels into this market than it did in January 1950, 
whereas O'Sullivan, operating on a historical consumption basis—and 
I may interpolate there that we had some relief at that time, which 
has since been taken away, from our base period—was limited to the 
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same shipments this year as last year. The net result is a 42 percent 
loss in position in the field. 

I might add that in January our relative position as to rubber heels 
in the industry servicing the repair trade was the lowest in our history, 
which goes back to 1896. If Mr. Spencer’s contention that rubber 
would not be diverted were true, then I ask what material, other 
than rubber, was used to produce this 42 percent larger quantity of 
heels this year as compared to last year? 

The January dislocation was similar or even worse in soles, half 
soles, strips, and other rubber pr oducts for the shoe per trade; for 
instance, in strips, which is a woman’s heel material, the industry 
shipped 20 percent more in 1951 than in 1950, while O'Sullivan ship- 
ped 50 percent less in 1951 as compared to 1950. 

There is no way of determining the full extent of the damage done 
to O'Sullivan by this allocation procedure, and I am sure that neither 
the National Production Authority nor any other Government agency 
can make up to us the loss of our hard-earned competitive position, 
but the least we can expect is prompt and effective action to alleviate 
the condition. 

2. Our second complaint with the method of allocation centers 
around the fact that a single base period is presumed to be equally fair 
to each of the several hundred rubber product manufacturers, without 
regard to the many factors that determined the amount of rubber 
consumed by each company during this arbitrarily fixed base period. 
During the base period of July 1949 through June 1950, the large tire 
manufacturers consumed rubber for civilian output at unprecedented 
levels; their production of tires and tubes was at capacity and at the 
highest level in their history. This high level of production was not 
necessarily entirely of their own making; national economic factors 
entirely beyond their control contributed to a condition that created 
a demand at that particular time for tires and tubes. 

At the same time, other segments and/or companies in the rubber 
industry were operating at subnormal levels, again, in many Cases, 
due entirely to conditions beyond their control; for instance, the 
O'Sullivan Rubber Corp. operated at a level of 44 percent of normal 

capacity during the base period. However, had we taken some other 
base period of a year’s duration, we might have been operating at 90 
to 100 percent capacity, while the tire companies might have been at 
60 or 70 percent; for instance, in the year 1946, total new rubber con- 
sumed was approximately the same as that consumed during the base 
period, but total new rubber consumed by O’Sullivan was about 50 
percent higher than during the base period. 

The point we wish to make is that the relative amounts of rubber 
consumed by various rubber-product categories fluctuates, depend- 
ing generally upon factors beyond the control of the rubber- products 
manufacturers, and, as a matter of fact, even within a product cate- 
gory, the relative position of one company to another fluctuates some- 
times radically from one year to the next. It is therefore obviously 
unreasonable to condemn each and every operation to a particular 
level at which a particular company operated at the exact point that 
a base is established. 

3. Our third and last complaint pertains to the inflexibility of pro- 
visions for appeal, as outlined in the NPA Rubber Division operating 


instruction No. 1, dated February 2, 1951, which document is used as 
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a guide in the consideration of appeals. In particular, I would like 
to point to section 5 (b) on page 2 of this operating instruction No. 1. 
Section 5 is titled, “Cases that do not represent abnormality in the 
base period.” 

Under this section, subsection (b) reads as follows: 

Growth in volume of business over the base period or longer. A base period 
is not abnormal because it does not fully reflect the acquisition of new business. 
I wonder if I could interpolate there, that I have listened for several 
days to the discussion of base periods and to Congress’ intent in pro- 
viding that a representative or normal period should be used. There 
are many examples of base periods used in our law and in administra- 
tive regulations. The excess-profits tax is one, and there are many 
other examples. 

It is almost axiomatic that a tremendous area for adjustment and 
relief has to be provided, otherwise the base period is just silly; it is 
just a place to start. And the base period, without a great body of ex- 
ceptional provisions, is useless and apparently that is what has hap- 
pened here. 

Incidentally, I know of no other major important law that uses a 
base period of only 1 year. The excess-profits tax uses 3 years to try 
to level out these fluctuations. 

The former excess-profits tax used 4 years and then had tremendous 
relief provisions. 

To refer back to this statement about growth during the base period 
not to be considered an abnormality, we submit this is ridiculous 
reasoning. ‘The application of this provision to our own situation is 
grossly unjust. I will take the liberty of going into considerable de- 
tail to show how this particular provision causes an inequitable hard- 
ship upon our operation. 

Fast rior to World War II, the O'Sullivan Rubber Corp. was a 
strong sa in the supply of heels, soles, and soling material to shoe 
factories. 

By the way, the word “strong” is relative too. What was our posi- 
tion, would you say, 5 or 10 percent before the war? 

Mr. Terrerra. Between 5 and 10 percent; something like that, of 
the industry. 

Mr. Cartozetia. More than 50 percent of our dollar volume of sales 
went tothis market. At the beginning of the war, it became apparent 
that we could not continue to adequately service both the repair field 
and the shoe-manufacturers field from the capacity remaining after 
that devoted to defense production—about 35 percent in 1943, 1944, 
and 1945. We therefore curtailed our activities in the field of shoe 
manufacturers to the point where, in 1945, we had given up our entire 
position. 

Although we anticipated that the years immediately following the 
war would continue to require high production of materials for the 
repair trade, we even then began concentrating on a long-term pro- 
gram of improving and acquiring facilities, restyling our lines, and 
building a sales organization aimed at reestablishing our position in 
the supply of heels, soles, and soling material to the shoe-manufactur- 
ing industry. This long-term program was begun in 1946, and ex- 
penditures for equipment, facilities, organization, and so forth, total- 
ing over a half-million dollars, have been made since then. 
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The latest large expenditure was in January 1949 for special con- 
tinuous vulcanization equipment, costing. approximately $200,000, 
which can serve no other purpose than the manufacture of materials 
for assembly on new shoes. This market was, and continues to be, 
a particularly competitive one, so that the development of sales and 
position with customers is necessarily a slow one. A reasonable goal 
was considered to be a relative position in the industry, comparable 
to that we had prior to World War II. 

The attainment of this goal was, and is, an absolute requisite to 
financial security for our company. Our progress of growth was 
leading toa satisfactor vy level of operation ; : however, at the time of the 
base period for rubber restrictions, we had climbed to only one- 
third of the volume necessary to permit operations at an economically 
sound level. 

Without a sound position in this market, we cannot support our 
production facilities. We are now not only deprived of the oppor- 
tunity to attain an economic level for our facilities, but, as a matter 
of fact, we have been forced to yield considerable ground inasmuch 
as our position in the field was improving throughout the base period, 
whereas our rubber is allocated on the basis of the average consumed 
during the base period. Our present allocation of rubber is about 
enough for operations in shoe manufacturers’ products at one-third 
of capacity. 

In conclusion, we want to point out that provisions for a more equi- 
table system of allocating rubber and for relief of inequities in special 
cases must be adopted at once if the small, independent rubber prod- 
uct producer is to maintain his position. Failure to do so immediately 
will seriously weaken some companies and may bankrupt others. 
There has been serious damage done already through the indifference 
or inertia of the responsible Government agency. Our company, like 
a living being, has been severely injured, but life, or should I say 
the livelihood of our 500 employees, probably can be saved by prompt 
action. 

Mr. Chairman, I found, after this statement was preety a state- 
ment by the Attorney General of the United States, released to the 
newspapers, I believe, on December 8, 1950, which contains some 
remarkably similar comments about the dangers to fair competitive 
enterprise, inherent in the NPA and the nature of its administration. 

I believe that that report was required—if I may beg your indul- 
gence for a minute; I will not put this whole thing before you because 
you have access to it, I am sure—when Congress included the 
following: 

The Attorney General is directed to make, or request the Federal Trade Com- 
mission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business or otherwise injure undue concentration of economic power in 
the course of the administration of this act. 

That is the Defense Production Act— 


In the declaration of policy contained in the act the Congress expressed 
the intent that “the President shall exercise those powers” within the frame- 
work as far as practicable within the American system of competitive enter- 
prise. Provision is also made for fair representation of independent enterprise 
on industry advisory committees. 
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Lam skipping a little bit. 

And for the initiation of procedures for expeditious handling of all requests, 
applications, and appeals from independent businessmen. 

This_is a rather long paragraph, again from the Attorney Gen- 
eral’s report : 

In a full-scale war emergency, far-reaching Government controls may be neces- 
sary to increase the Nation’s military efficiency. In such a situation, their prob- 
able long-range impact upon the economic system is regarded as relatively un- 
important, not only because of the urgency of the military crisis, but also be- 
cause the controls are expected to be of such short duration that their essential 
effect will be limited. Where the mobilization period is of indeterminate dura- 
tion, the Nation’s long-range economic policy should be carefully considered. 

There are more excellent comments in the Attorney General’s report. 

do not want to take too much time, but it leads me to make this 
suggestion in all sincerity: While this committee should be concerned 
that as few as possible inequities arise from the necessities to conserve 
rubber and to allocate it because there is not enough to go around, it 
should be planning, I think, or suggesting that plans be made at the 

same time for the control of this commodity to be dispensed with at 
the earliest possible date. 

I have here a chart showing that in only 2 years in our history have 
we consumed more rubber than is presently available for civilian con- 
sumption, or estimated to be available, after deducting the stockpile 

requirements and the military requirements. 

Senator Guerre. Your chart just refers to your own company / 

Mr. Catozetia. No, this is industry consumption by pounds. 

Senator Giiietre. It is for the entire industry ? 

Mr. Catozei.a. It is for the entire industry. 

I submit there are a great many commodities that are in shorter 
supply in relation to anybody’ s estimate of demand—any reasonable 
estimate of demand—than rubber. There is chlorine and many 
others. 

It does not seem to be working inequities that require detailed allo- 

cation in those other commodities and I suggest that the only reason 
it occurred to the Government that it was necessary to allocate rubber 
is because of the Government owning or controlling the synthetic- 
rubber production. If it was operated by private industry, the 
chances are that the Government would have been concerned primarily 
with conserving the amount it needed and letting private industry 
fight fairly and o venly for the remaining supply, and O'Sullivan is 
ohne company, winadl as it is, who would be very happy to do that. 

Senator Guerre. You referred to a chart. Who prepared the 
chart ? 

Mr. Catozetta. We picked up some Department of Commerce 
figures and just ran this off last night. 

Senator Gitterre. It was prepared by your staff? 

Mr. CatozeLia. Yes, and I would be glad to leave it. It is rather 
informal, but it shows that in only 2 years—and they are 1947 and 
again in 1950, did the consumption—here is the Department of Com- 
merce report from which the material was taken. 

Senator Gitetre. We will be glad to have the chart as part of 
our files, but not incorporated in the record of the heari ing. 

At this point in view of the fact that Mr. ¢ ‘atozella has quoted a 
couple of paragraphs from the letter addressed to him by Mr. Spencer, 
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Director of the Rubber Division under date of February 5, 1951, 
and-in view of the fact that Mr. Catozella also has made available 
a copy of the entire letter of Mr. Spencer, that letter will be incorpo- 
rated in full in the hearings. 

Counsel 

Mr. Swaver. Due to the fact that Mr. Catozella raised the issue 
of the statement from the Attorney General, I would like to read just 
one excerpt from the regulations issued by the Attorney General on 
section 701 (c) of this Public Law 774 of the Eighty-first Congress. 
Particularly since we have a representative from the Antitrust Di- 
vision of the Department of Justice and also the Federal Trade Com- 
mission, I would like to read just this sentence, and I will go into 
this further at a later time. 





Because. of fears of antitrust problems arising from participation of industry 
members on such committees, the Department of Justice on October 19, 1950, 
wrote a letter to the Secretary of Commerce stating that it would not consider 
activities of such committees violative of the antitrust laws so long as they con- 
formed to the following limitations— 


One of which is this: 


The Government presiding officer shall preside over all meetings. Minutes 
must be kept, but they may be a summary of important matters discussed and 
need not be a full stenographic record. 

It is to be noted that this provision as to minutes differs from the 
Department of Justice requirement of full and complete minutes. 

The NPA rules, moreover, incorporate all of the Department of 
Justice requirements by reference. 

In view of this inconsistency it would seem advisable to keep full minutes 
in order to be absolutely safe. 

I just wanted to read that into the record at this time, following 
your statement on the Department of Justice. 

Senator Gitterrr. Do you have any questions, counsel ? 

Mr. Suaver. Mr. Catozella, do you have a breakdown as to how 
much rubber was granted to you on your appeal prior to the first of 
the year? 

Mr. Catozetta. Yes, we have it here and I would like to start by 
saying that our capacity, or our practical efficient capacity is 550,000 
pounds per month. Our base period as it was borne, was 247,000 
pounds per month, a monthly average of 247,000 pounds. Our first 
appeal, which was last fall, gave us 315,000 pounds per month. We 
were restored back to our original base of 247,000 by the directive that 
became effective March 1. I believe that was dated February 19. 

Mr. SHaver. You were put back to the original base period on 
that date? 

Mr. Carozetua. Yes. You can see that is about 45 percent of our 
capacity. 

Mr. Sraver. That answers my question as to whether you would 
consider it a drastic cut-back. 

Mr. Catozeua. Yes. 

Mr. Suaver. What percentage of capacity can you use based on 
the new restriction ? 

Mr. Carozetia. For March, 95 percent of that figure reduces it a 
little bit more, so it would be 40 percent more or less, and it would 
probably be a little less than 40 percent of capacity. 
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Mr. Suaver. Did you consider at the time your first appeal was 
granted that that would be a fair basis, your base, plus the adjust- 
ment made for your company last fall ? 

Mr. Caroze.a. I think it is fair to put that this way, that at the 
time we made the appeal we argued strongly that we needed relief for 
certain categories, and for certain special reasons and we were given 
that much with the assurance and understanding that that was in- 
tended to keep us going for the next few months, which I believe was 
specified to be ending in December, and that we could in the mean- 
time prepare to apply for further relief to get what you might call 
a permanent adjustment. 

Mr. Suaver. Was it indicated last fall that that would keep you 
going at a break-even point 

Mr. CarozeLua. Yes, we accepted it on that basis. 

Mr. Suaver. Now, when you are restored to your original base 
period, you do not feel you are operating at a break-even point? 

Mr. Cavrozetia. We think we are pretty efficient, but we cannot 
operate at 40 percent of capacity and stay out of the red. 

Mr. Suaver. I have one more question, Mr. Catozella. 

You stated in here that you recommended base periods be selected 
for the various segments of the industry, among them, the heel and 
sole industry. 

Do you have any opinion as to policy or as to the time the base 
period should be selected for your particular industry which would 
give an equitable basis for all in that industry or that segment, rather ¢ 

Mr. Caroze..a. Since hearing this discussion for the past several 
days, I have been thinking a lot about it and I first came to the con- 
clusion that I disagreed with an opinion expressed here that it would 
be difficult to set up base periods by product categories. I do not 
believe that would be difficult at all. I believe it is fairly simple. It 
is really just a matter of arithmetic. You do in 22 parts what we are 
doing in the whole. 

Mr. Suaver. Since the NPA at the present time is getting most 
of the information which they will need in order to compute the 
different base periods, is that correct ? 

Mr. Catozetia. I am sure they have that information. If they do 
not, I cay tell them where to get it. It is in other agencies of the 
Government. 

With regard to the rest of your question as to what base period 
would be suitable for us, I think what you are really asking is, 
what year or what period showed our highest consumption. I am 
sure that every product category would try to ask that that year 
be used for it. 

Mr. Suaver. Let me interrupt you just a minute by saying that 
you could use the highest period, if you wish, if you would apply it 
to all the rubber and sole industry ? 

Mr. Catoze.ia. There is not a year in the history of our company 
or of our country that the percentage devoted to other than rubber 
heels and soles was as large as it was in the base period used, because 
of the tremendous weighting of the tire factor. 

Mr. Suaver. I do not believe you understood my question. 

Mr. Carozeiia. Any other year would have been better for all 
other product categories. Does that answer your question? 

Mr. Suaver. Yes. ‘ 
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Mr. Carozetia. Any other yea I have not studied the detailed 
statistics, but it was a record- becskiak year of all years for the tire 
people. 


Senator GitiErte. I have just one question, Mr. Catozella. In your 
segment of the industry, do you use the synthetic rubber principally ¢ 

Mr. Catozetta. We can use both and have used both and we have 
prepared ourselves by diligent research and whatnot, to expect a 
limitation on the amount of crude rubber. We have accepted it and 
are able to operate with it, with the limitation of the proportion of 
natural crude rubber which is no more than five percent. That is 
the limitation in our industry. 

Senator Gitterre. Thank you very much, Mr. Catozella, for your 
contribution. 

Mr. Catozetia. Thank you, sir. 

Senator Gitterre. Mr. H. P. Schrank. 


STATEMENT OF H. P. SCHRANK, VICE PRESIDENT IN CHARGE OF 
PRODUCTION, SEIBERLING RUBBER CO., AKRON, OHIO 


Senator Gitterre. We have had a great many men who have been 
kind enough to come a considerable distance at a considerable expense. 
The subcommittee’s time, of course, is very limited but we will try 
to accommodate you as best we can. 

Your name is H. B. Schrank? 

Mr. Scurank. Yes, sir. 

Senator Gitterre. And you are connected with the Seiberling 
Rubber Co. ? 

Mr. Scnrank. Yes, sir. 

Senator GiuietTe. You home is Akron, Ohio? 

Mr. Scurank, Yes, sir. 

Senator Gmuerre. What is your relationship with the Seiberling 
Rubber Co. ¢ 

Mr. Scurank. If I may read from my statement, Senator, for the 
last 15 years I have been vice president in charge of production at 
Seiberling Rubber Co. and I can tell you that I am very familiar 
with many of the problems of small business. 

Our company is a manufacturer of tires and tubes, camelback, 
heels and soles, and floor mats for automobiles. In the rubber indus- 
try, we are a small company with about 1600 production workers on 
our payroll. 

We appreciate this opportunity of appearing before your committee 
to present our views on these important subjects and T want to assure 
you that we offer them in a constructive and objective spirit. 

In Senator Gillette’s invitation to appear here today, he suggested 
that you were interested in our opinions on the operation of the Gov- 
ernment-owned synthetic rubber plants, and on the part that small 
business is playing in this program. 

We can answer that briefly by saying that Seiberling is one of sev- 
eral companies—most of them small rubber manufacturers—that are 
the joint owners of the Copolymer Corp., which operates a Govern- 
ment synthetic rubber plant and a butadiene plant, both at Baton 
Rouge, La. 
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RUBBER ALLOCATION PROGRAM 


Our answers to your questions dealing with the rubber allocation 
program are not so ‘brief. 

First of all, let me say that Seiberling Rubber Co., its employees, 
its independent dealers, and its customers, all have suffered because 
of the limited amount of rubber we are allowed to use. 

Since the allocation program went into effect, our inventories of 
finished goods have been virtually sold out, we have been running our 
plant well below its capacity, and we have not been able to fill the 
needs of our dealers and our customers. 

In addition to these effects of the over-all reduction, we have been 
hurt in another way. Under the system in operation prior to March 
L, our company was allocated a smaller percentage of available civilian 
rubber than the percentage we used during the 1- -year base period 
established as a yardstick for the program. 

Shortly after the allocation program went into effect last fall, the 
Government granted a number of “hardship” appeals for additional 
rubber. The extent of the relief that was furnished to Seiberling 
Rubber Co. was considerably less than that granted to the industry as 
a whole. 


NEW ALLOCATION METHOD AN IMPROVEMENT 


This has been corrected in part by the amended M-2 order as re- 
vised March 1, and by the operating instructions for appeals issued 
earlier by Mr. L. E. Spencer. Under these comparatively recent regu- 
lations, our allocation base is the same as our actual consumption 
during the base period. 

Under the more recent program, the industry has been adjusted 
upward, and our percentage is, therefore, still lower than our his- 
torical use. However, we are not complaining about the disparity, 
for we certainly recognize that there are justified hardship appeals 
which must be granted. 

Please understand that we are not taking this attitude because the 
base period chosen was in some way beneficial to our company. It 
definitely was not—as evidenced by the fact that during those 12 
months our factory employment averaged only 1,390 workers, com- 
pared with an average of 1,620 in 1948 and 1,956 during the year 1947. 

Now, as I have said, we feel that the M-2 order as amended March 1, 
together with the procedure for appeals, was fair under existing 
conditions, But there is a still more recent amendment, to be effec- 
tive April 1, which we feel is definitely not fair. 

This amendment instructs original equipment tire manufacturers 
to limit their shipments of tires for new cars in the second quarter of 
this year to 75 percent of their shipments in the first quarter. 

While this order may work no hardship on anyone at the present 
level of production, it is likely to be very hard on smaller tire manu- 
facturers in the future. 

As automobile production goes down, the largest tire manufacturers, 
who supply all original equipment tires, will have extra tires, which 
will be diverted to the replacement field. This will give them an un- 
fair competitive advantage against smaller manufacturers, whose 
entire source of income is from selling replacement tires. 
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Recommendation 1: We therefore recommend that the present al- 
location system be retained, with one change that would eliminate the 
disadvantage which this April 1 amendment imposes on smaller tire 
companies, which supply no tires for new cars. This should be done 
now—before the damage has been done. 

I would like to digress for just a sentence, here. We understand 
there is a study being made and we read in the papers that we will 
probably have a controlled materials plan which will get into the 
question of essentialities and after the essentialities are determined, 
we assume that this program will be changed. Our recommendation 
covers the second quarter of this year. 


ADMINISTRATION 


So much for the allocation method. As to the administration of the 
system, we have the utmost confidence in the ability, integrity, and 
fairness of the director of the rubber division of the NPA, Mr. Leland 
E. Spencer, and the members of his staff. 


AMOUNT OF RUBBER ALLOCATED TOO SMALL 


In contrast to our satisfaction with the over-all method of allocation 
and its administration, however, we are very unhappy about the 
amount of rubber, both natural and synthetic, which is being 
allocated. 

It is not nearly enough. Because of this, we have hundreds of 
Seiberling independent “dealers all over the United States—some 
Jarger than others, but each operating a small business—who are 
depending on us to supply them with merchandise, and who are not 
getting nearly enough to supply the needs of their customers. 

Of equal or even greater importance, however, is the fact that even 
though Seiberling Rubber Co. has a relatively high percentage of 
milita ary orders; even though we have reduced our daily rate of pro- 
duction, and by only the most careful spreading of work have avoided 
lay-offs; we have still been able to provide only a bare 30 hours of 
work each week for the people on our payroll. 

Again I want to interject here that our plant apasete on 6-hour 
shifts as contrasted to the 8-hour shifts generally found in industry. 
I would also like to say that we have dropped many, very popular and 
profitable lines of production in order to spread the rubber which was 
allocated to us, to use the greatest amount of labor and to make the 
most efficient use of the rubber. 


NEW CUT WILL MEAN LAY-OFFS 


But that is not all. Just last week we received a further, very drastic 
cut in our allocations, which are to become effective on April 1. 

This is a very serious matter. It means that we will be forced to 
lay off employees; to turn out men and women who do not deserve 
that kind of treatment. 


LOSS OF SKILLED WORKERS 


It means the loss to us—and perhaps to the industry and the defense 
effort—of trained and qualified workers in a specialized field. We 
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cannot afford to lose these people and their skills. They are hard to 
replace—so hard that the Armed Forces brought back many of them 
from active duty, some in combat areas, to “perform their normal 
civilian duties of building tires when the Army was hard-pressed for 
tires during World War II. 

It is bad enough, and inhumane enough, to create a depression for 
many thousands of tire- plant employees during these inflationary 
times. But from the standpoint of national security, to lose their skills 
and waste their abilities now is simply inexcusable. 


TRUCK TIRE SHORTAGE 


As you gentlemen may know—it has been reported in the papers and 
in testimony here—our country is faced with an immediate and severe 
shortage of truck and bus tires. The industry estimates that the 
shortage will amount to about 200,000 tires each month, beginning 
right now. 

I would like to quote a sentence from a statement which appears in 
Tires magazine, the March issue, page 28. The statement is made by 
Mr. R. E. Headland, who is the general manager of Tire Dealers, Inc., 
in Chieago. That is a branch of the National Association of Inde- 
pendent Tire Dealers. I quote Mr. Headland: 

We are currently riding for a fall. By late spring, trucks in this country will 
be laid up for want of recaps and new tires. 

I am sure Mr. Headland did not know about the April cut-back at 
the time he made this statement. 

Unless the industry is given relief in the form of increased rubber 
allocations for April and thereafter, it is going to be virtually im- 
possible for the transport industries to do the job of moving essential 
freight and essential workers in this stepped-up defense economy. 

Our experience in the last war was that under these conditions of 
shortage, maldistribution and black markets are sure to follow, which 
is a fact of immediate interest to your committee. For under these 
conditions, you know who will suffer—the little fellow, as usual. 


THE POLICY MAKERS DO NOT REALIZE SERIOUSNESS OF SITUATION 


It is very difficult for me to believe that the policy makers of the de- 
fense program, who decide how much rubber can be made available to 
NPA for distribution, have been impressed with the serious conse- 
quences of the restrictions placed on this vital industry. 

Nor do I believe that anyone has convinced them that the time to 
build up a store of essential civilian products is now—before the shoot- 
ing starts; before there is time left only for war production, and little, 
if any, for the economy that must support a war. 

Our rubber policy makers, for some reason, have been imbued with 
a stockpile psychology which they have followed at the expense of 
other considerations ths at seem to us to be equally important. All the 


consideration and attention has gone into the building of a strategic 
stockpile of crude rubber. 

Perhaps this has been necessary until very recently. But from what 
we are able to learn from public information and Government statis- 
tics, it appears that an initial security stage has been reached in the 
size of the stockpile. 
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We believe that the rate of accumulation can now be slowed up, and 
that more of the rubber being imported and produced can and should 
be converted from its raw state into a aenhetio of finished products. 

As rubber industry spokesmen have pointed out to the NPA, it is 
a mistake to assume that rubber manufacturers consume rubber. They 
merely convert rubber into usable products. You do not conserve rub- 
ber by holding back the supply available to manufactures. You can 
conserve only at the point where the rubber is consumed. 

Certainly the men who fix the policies for our defense must realize 
that our strategic stockpile includes more than just the raw rubber in 
Government warehouses. To this you must add the tires and tubes in 
inventories and the tires and tubes on the wheels of American vehicles. 

I certainly am not advocating complacency about our defense, but 
I would like to suggest that the over-all picture with respect to rubber 
supply may not be as serious as the policy makers are assuming. 

For example, most of the rubber products the industry is now per- 
mitted to make are strategic in nature, although they are labeled 
“civilian.” 

In addition, we are now producing an ever-increasing volume of 
direct military products, which would help to relieve the need for a 
huge stock of raw rubber later on, if we had a full-scale war. 

Finally, with all our synthetic rubber plants in operation, this 
Nation would really be in “high gear,” with respect to its rubber sup- 
ply, if a war came. 


MATERIALS BADLY NEEDED 


Gentlemen of the committee, I hope you agree with me that those 
responsible for rubber policies should immediately take action that 
will give the rubber industry the materials it needs to do these things : 

First. Keep our rubber production-distribution system operating. 

Second. Permit us to hold our trained labor force, and give them a 
livable working schedule. 

Third. Keep the Nation’s transport system in full operation. 

Fourth. Prevent maldistribution and black markets in rubber goods. 

Recommendation 2: We urgently recommend that these things be 
accomplished by permitting the conversion of 90,000 tons of. dry 
rubber per month into so-called civilian, but truly strategic, finished 
rubber products, beginning in April. 

But, gentlemen, this is not something which can be “taken under 
advisement” for later consideration. It is something which should 
be done immediately—now—before the breakdowns, before the lay- 


offs. 
NATURAL RUBBER PRICE POLICY 


There is another important matter I would like to discuss here, 
because it is a Government program which is hurting small rubber 
manufacturers like our own company. I refer to the policy on the 
pricing of natural rubber. 

As you know, the Government is the sole buyer and seller of natural 
rubber for all public and private uses in the United States. At the 
present time it is selling first-quality smoked sheet rubber at 66 cents 
per pound. 
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Our present selling prices for tires—which, of course, are frozen 
by Government regulation—are based on costs which were estab- 
lished several months ago, on rubber contracted for still earlier—at 
much lower costs than today’s costs. 

Recommendation 3: We believe the Government should reduce its 
selling price of natural rubber to a price not higher than 50 cents 
per pound, 

This could be done at no loss to the taxpayer if the Government 
would average the price of all rubber it now owns, including the stra- 
tegic stockpile, in setting its price. Instead of this, the General Serv- 
ices Administration, which handles rubber sales, establishes the price 
on the basis of current world prices—which are high, primartly be- 
cause of stockpile requirements. 

Up to now, the GSA people have not made this change in the pric- 
ing policy, because they feel they would be giving away a so-called 
profit on the difference between rubber bought in the past, and inflated 
rubber prices now. 

However, some day, after more of this high-priced rubber goes into 
the stockpile, the world price of rubber is going to have to come down. 
When that happens, the average price of the Government’s rubber 
will be higher than the world market. And of course this paper 
“profit” in rubber stocks will then be a loss. 

If the Government will start averaging all its rubber costs now, 
it would establish the only policy which would permit breaking even 
in the long run. At the same time, it would eliminate one of the 
major reasons for a demand which must come from the rubber indus- 
try, to raise the ceiling price of finished rubber goods. 

Averaging the rubber costs would help to stabilize our costs and 
selling prices, and would deal a sharp blow to inflation right now. 
This policy, if adopted, would reduce the penalty on small rubber 
manufacturers who do not have wide diversification of production, and 
therefore cannot spread their losses over the income from more profit- 
able operations—something the big companies are often able to do. 

So as part of this third recommendation, we believe the Government 
ought to take a good look at the whole subject of rubber buying and 
selling, and revise its policy of pricing natural rubber as I have 


suggested. 


RUBBER DIRECTOR NEEDED 


We have one more suggestion, on a subject in which we believe your 
committee is interested. At the present time the Government is “in 
the rubber business” in at least three important ways : 

(1) It is the sole buyer and seller of natural rubber, under General 
Services Administration. 

(2) It is the sole producer of synthetic rubber, under the Recon- 
struction Finance Corporation. 

(3) It is controlling the allocation and use of rubber, under the 
National Production Authority. 

In addition to these three, there are several other agencies concerned 
in various ways with rubber, from which we hear from time to time. 

We have no quarrel with any one of these agencies individually. 
Each is doing its best under the circumstances of divided authority, 
and each appears to be competently staffed. F 
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But it is obvious that much better coordination is needed. Each 
is now operating in its own field, with a lack of coordination that 
hurts the rubber program as a whole. 

It is like a small business with a treasurer, a sales manager, and 
a production manager, each making his own decisions—decisions 
which affect the business as a whole—without an owner or general 
manager to coordinate all these viewpoints and make final decisions. 

Recommendation 4: We urge that the Government establish an Office 
of Rubber Director, with full authority to coordinate the work of all 
agencies concerned with the rubber program. 

This is a system which was used very successfully during World 
War II, and some of you will remember that it was only after the 
Rubber Director’s Office was established, upon the recommendation 
of the Baruch committee, that the rubber program got into full swing 
and we were able to solve many of the problems of that time. 

In conclusion, Seiberling Rubber Co. offers these four recommen- 
dations: 

First. Retain the present system of allocation for the second quar- 
ter, but eliminate the disadvantage imposed on small companies by 
the new original equipment ruling. 

Second. Permit the conversion of 90,000 tons of dry rubber per 
month into strategic civilian products—beginning in April. 

Third. Reduce the selling price of natural rubber to not more than 
50 cents a pound, for the sec cond quarter of this year. 

Fourth. Establish an Office of Rubber Director to coordinate and 
speed the program. 

Thank you very much for your patience and attention to my 
remarks. 

Senator Giutetre. Mr. Schrank, we are very appreciative of your 
presentation and particularly for the suggestions you have made. I 
know the committee will study them very carefully. 

As one member of the committee, I have great sympathy for your 
suggestions. 

In the early part of your statement you said that Seiberling was one 
of several companies, most of them rubber manufacturers, “who are 
the joint owners of Copolymer Corp., which operates a Government 
synthetic rubber plant and a butadiene plant at Baton Rouge? 

Mr. Scurank. Yes, sir. 

Senator Gi.tetre. Under what terms are you operating the Govern- 
ment plant, the Copolymer Corp. ? 

Mr. Scurank. We have a contract with RFC to manufacture the 
rubber for which we are paid a fee, for management of the plant, at- 
tending directors’ meetings, attending technical meetings having to 
do with the operation of the plant. 

Senator Gitterre. The product, of course, goes to the Government ? 

Mr. Scuranx. Yes, sir, the Government is the sole distributor 
through RFC. 

Senator GiutLerrer. Does the Copolymer Corp. have anything to do 
with the allocation of the product of the plant that you operate ¢ 

Mr. Scurank. No, sir. 

Senator GitLeTre. That is all done through RFC ? 

Mr. Scurank. That is right, and NPA. 

Senator Gitterre. Mr. Shaver. 
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Mr. Suaver. Mr. Schrank, you said you got an adjustment. How 
much did you get over your base period through this adjustment 

Mr. Scurank. We got an increase of about 20 percent over our 
actual base period. As I understand from the figures that were put 
out by NPA, the industry as a whole went up 34 percent, or about 
100.000 tons. 

I might add that we were dissatisfied with that situation. We can- 
not understand why 400,000 tons would be necessary for the purpose 
of leveling out inequalities. It seems like a tremendous amount to us. 

Mr. Suaver. Under your new basis, how many days a week do you 
operate ¢ 

Mr. Scurank. On a civilian basis we can operate 3.5 days a week, 
on 6-hour shifts. 

Last September, having had some experience in the last war, we went 
out and bought molds, with our own money, for military tires so we 
would be prepared if, as and when orders came out for that. As a 
result of that, we are now able to produce enough military products 
so that on the basis of our March allocation we can run a bare 5 days 
a week. We have to scrimp and scrape to be able to do it. 

With the April reduction, we will not be able to. My contention 
is on this whole subject, gentlemen, that the allocation and the dis- 
tribution among companies is one preblem but the main problem and 
your biggest headache would be handled if you would handle that 
problem by taking more rubber th it is vole into a stoc kpile of raw 
materials and converting it now, when the industry can do it, into a 
strategic stockpile of finished evood 

Mr. Suaver. Did you add any personnel to your plant after your 
March adjustment 4 

Mr. Scurank. After our March adjustment ¢ 

Mr. Suaver. Yes. 

Mr. Scurank. Oh, no. 

Mr. Suaver. You did not ? 

Mr. Scurank. No. 

Mr. Suaver. This base period which you say was selected this time, 
what is the difference in the relative pane 10n betwee n this base period 
which was selected using your positi the industry along with 
the Big Four, what is the difference bes ‘tween this cad that which was 
selected in World War IT? 

Mr. Scurrank. In World War II, I do not believe that the base 
period selected was as fair to the small rubber company like ourselves, 
as this one is, to ourselves. 

Mr. Suaver. In other words, while we recognize they selected 
base period at a time when the tire production for the original equip- 
ment was the highest in history, you believe this was fair for the 
small companies ¢ 

Mr. Scurank. I believe so, Mr. Shaver. You will find that the 
passenger-car tires, for example, which went to original equipment 
users during the base period was not very different, not more than 
2 or 3 percent away from the or which you will find in 1948, for 
example, or for the vear 1949; or for the year 1950, for that matter. 

Mr. Suaver. What base ected did you select in World War IT? 

Mr. Scurank. I cannot tell you now what it was. That was 10 
years ago. ; 
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Mr. Suaver. Do you recall why you thought that was so unfair? 

Mr. Scurank. Yes; because of the very point you are trying to 
bring out now, which does not exist now, that during the period that 
was selected during the Second World War, there was an abnormal 
percentage of original equipment tires that came out of this whole 
picture and went into tire manufacture. 

Mr. Suaver. You do not think there is an abnormal percentage in 
the highest year in history, that goes into the tire production ¢ 

Mr. Scurank. I think that you have to recognize that that period 
is not just the highest in history, that you have had that situation for 


about 3 years. 

Mr. Suaver. Mr. Schrank, let me refresh your memory a little bit. 
Let me refer you back to Senate Committee Print No. 6, Small Busi- 
ness Problems, Small Business and Defense, Seventy-seventh Con- 
gress, first session, and I refer you to pages 22 to 31 of that. print. 
Let me state the position of Seiberling at that time. I will not quote 
all the letter, but just part of it: 


At the time Seiberling Rubber Co. was organized there were over 300 tire 
manufacturers in existence. In the intervening years all but approximately 31 
of those manufacturers have gone out of business throught liquidation or 
absorption by competitors, and of those remaining, Seiberling is eighth in size 
in point of volume, doing a net business in its fiscal year ending October 13, 
1941, of $9,600,000 in round figures * * *, 

The period chosen in the formula for determining the quota base, namely, 
the period April 1, 1940, to March 31, 1941, is approximately the most advan- 
tageous period that might have been chosen for the four large rubber manu- 
facturers * * * and approximately the worst period that could have been 
chosen for the more than 20 smaller rubber manufacturers, of which the 
Seiberling Rubber Co. isone * * *., 

Thus, the figures unmistakably show that in choosing the last three quar- 
ters of 1940 and the first quarter of 1941 as the base period, the Government 
has taken—we are sure, unwittingly—the period most favorable to the Big 
Four, and percentagewise the least favorable to the smaller manufacturers 
whose business is chiefly dependent upon the replacement automobile tire and 
tube market. 

If the Government had selected the year 1938 as the base period, it would 
have chosen a period the most favorable to the smaller manufacturers and the 
least favorable to the Big Four. In such event, the choice would have been 
equally unfair and inequitable choice and the Government would have been 
equally guilty of favoring one group of manufacturers as opposing the other. 

It must also be pointed out that in the second and third quarters of 1940 the 
Big Four were responsible for introducing into the market new low-price lines 
of tires, the sale of which they aggressively promoted with great success, thereby 
further increasing their position in the tire-replacement field, as most of the 
smaller manufacturers with less favorable crude-rubber positions were unable 
to bring out competing low-price lines because of the loss involved to them. 

In the third quarter of 1940 and in the first quarter of 1941, the Big Four also 
further advanced their position in the tire-replacement field by instituting savage 
price wars in the truck-tire replacement field, thereby materially increasing 
their position in the truck-tire replacement market, as the smaller companies 
were unable or unwilling to compete with such extremely low prices * * *., 

(1) The Big Four, due to their strong working capital and financial ‘position, 
large manufacturing facilities, and warehousing facilities—none of which are 
possessed by most of the smaller rubber manufacturers—were able to build up 
huge inventories of finished goods, which are outside the effect of General 
Preference Order M-15. 


Those are excerpts from vour statement in 1941, Mr. Schrank. as to 
what you thought then of a base period and yet now we come to face 
a base period which is the highest in history for the original equip- 
ment manufacturers and then - you tell us that it is fair. 

I do not get your analogy, Mr. Schrank. 
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Mr. Scuranx. Mr. Shaver, if present-day conditions were as they 
were in 1941, we would be in here squawking too. Do not misunder- 
stand me. I am not being charitable to the Big Four, because they 
are not charitable to us. I am not being charitable to anyone, but 
we do believe in a6 play. I think it was handed down to us as a 
heritage from Mr. F. A. Seiberling, and it has taken hold in our 
company. 

We will stick to the truth and to the facts, if it hurts. 

As I said before, if we felt that conditions today were parallel to 
those in 1941, we would be in here making a complaint, but this period, 
the highest in history to which you refer, has been going on for about 
3 years, and I think that history changes some things and the rela- 
tionship has been different. 

If you take a look at this whole question of the reduction to 75 
percent, let us assume, as it was stated here by a previous witness, 
that the fifth tire is taken off of an automobile. If you are going to 
buy a new car, you are not going to drive it without a spare. What is 
the result? You are going to a tire dealer. You will probably go 
to the tire dealer who handles the make of the tires on the car which 
you received. You will create a store traffic for that dealer, as against 
an independent dealer. You are not going to save any rubber because 
you are going to have a spare in your car. The idea of using a used 
tire is all right there, but there is a shortage of them too. We have 
heard about a shortage of camelback. 

So you are not helping this whole situation by simply changing the 
distribution of this thing. You are not going to help this situation 
by taking the rubber away from someone and giving it to me and 
cutting him down. I am talking about the over-all situation as 
— from this allocation determination. 

I do not say everybody has been treated fairly. I do say there 
are appeals which are justified and should be granted, but not to the 
extent of 43 percent. 

If some of the people who are testifying here will look back at the 
period as we did—that was a poor period for us, but compared to the 
industry our percentage was about the same as it has been for the last 
3 years, but I think we overlooked that. Surely, we were down to 
1,390 employees, as against 1,900 and some in 1947. That is no basis 
for an appeal. If your percentage of the industry is still as good as 
it was—in our plant it is not—but they overlook that. 

I think you have to differentiate between selfishness and fairness in 
this whole situation. 

We are not against selfishness. That is a part of our whole competi- 
tive system in this country, but I think you have to recognize it and 
you have to distinguish between it and a fair viewpoint. 

Mr. Suaver. I appreciate your comments with regard to the over-all 
program, Mr. Schrank, and I also appreciate that if you did not feel 
you were getting a fair proportion you would be in here squawking. 

I am compelled to think that if you had not gotten a fair allocation 
over your base period, you would be in here squawking. 

Mr. Scurank. Mr. Shaver, let me be a little more specific on that. 

As I mentioned in my prepared statement, our base period is ex- 
actly the amount of rubber we used—I mean our adjusted base period, 
so-called, or our allotment base period—during the base period. 
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Now, we were cut back 5 percent in March. We will be cut back 
20 percent total in April if this new order goes through without any 
change. 

That is from a time when we were having a poor experience. As a 
matter of fact, our company lost money in 1949 and in the first half 
of 1950 we did not make enough to make up the loss in the last half 
of 1949. You cannot say that we had a good period. It was a tough 
one. 

Mr. SuAver. What did you get in the fourth quarter of 1950? 
What was your output ? 

Mr. Scurank. I do not know what the figure was. I can dig it 
up and give it to you, because it changed several times. | 

Mr. Suaver. I will ask one more question. Your percentage of in- | 
crease in the first quarter of this year was more than you got in the 
fourth quarter last year; is that not true ‘ 

Mr. Scurank. Now, wait a minute. You are getting me confused. 

Mr. Suaver. The fourth quarter of 1950. W hat was your alloca- 
tion, and what is your allocation in the first quarter of 19514 

Mr. Scurank. It is a lot less in the first quarter of 1951, by all 
means, 

Mr. Sraver. Do you not have those figures with vou / 

Mr. Scuranx. No, I do not, but I will be very glad to get them for 
you. 

Mr. Suaver. Very well. 

Mr. Scurank. Here is another thing, Mr. Shaver: Under that sys- 
tem in the last quarter of 1950, everybody thought they were getting 
along fine because they were having appeals granted to them some- 
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what freely. Then we come along in November and they say, “You 
cut d4 percent of your adjusted base period.” Then we come along 
in December and we are issued permits to get GRS, and they are 
recalled from us. So, it is not as nice as it looks, and I think some | 


peop le are forgetting that. 

Or allocation in the first quarter of 1951 was less than it was the 
last quarter of 1950, and only by increasing military production can 
we offset that are degree that I have suggested here. 

Mr. Suaver. In other words, your civilian and military production 
gives you a 5-day week ? 

Mr. Scurank. Yes, sir, and that means 30 hours for our employees. 

Senator Gituetre. It is near the noon hour. 

I understand from a notation here that Mr. Smith of Carolina Hose 
can be here only today, and we will try to take him the first one after 
the noon recess. 

I believe we can assemble at 1:30 today in order to hear as many of 
these witnesses as possible. Then perhaps some of you will want to go 
to see the big par ade. 

The committee will rise and reassemble at 1:30. 

(Whereupon, at 12:05 the subcommittee recessed, to reconvene at 
: 30 p. m., the same day.) 











AFTERNOON SESSION 











Senator Guerre. The subcommittee will come to order. 
he subcommittee meets pursuant to the recess taken before the 
moon hour. 
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The chairman has been handed the following communication from 
the Director of the Rubber Division, Mr. Spencer. The Department 
of Commerce in compliance with a request made yesterday afternoon 
for certain information, particularly with reference to a statement 
made by one of the witnesses as to what seemed to be unreasonable 
delay in receiving attention to some of his communications to the 
Department. 

The Chair reads it into the record: 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
March 28, 19517. 
Senator G. M. GILLETTE, 
Chairman, Subcommittee of the Committee on Small Business, 
United States Senate, Washington, D. 

Dear SENATOR GILLETTE: Pursuant to your verbal request yesterday, please 
note the following facts in connection with the Chardon Rubber Co., Chardon, 
Ohio. 

On February 19, 1951, the statement went forward to this company establishing 
their base period as 1,524,431 pounds. The first communication from this com- 
pany was a letter dated March 15 which was received by this office on March 
19, 1951, in which the Chardon Rubber Co. set forth its case in detail and with 
sufficient justification that relief action be granted in the amount of a 25 percent 
adjustment. 

This brings his new authorized consumption up to 1,905,539 pounds of new 
REH annually. The above relief was approved March 21, 1951, or 4 days after 
receipt of the letter. The above facts indicate that the company has not had to 
wait 2 or 3 weeks or has been unable to get action out of this office. My only 
regret is that we have been unable to maintain this same standard of service 
to all companies. 

Sincerely yours, 
L. BE. SPENCER, 
Director of the Rubber Division 


The chairman is glad to have that prompt attention to the request 
of the subcommittee, and is also glad that the facts stated in the letter 
would indicate there had been no unreasonable delay. 

The chairman yesterday also requested Mr. Spencer of the National 
Production Authority, Rubber Division, to furnish certain informa- 
tion in connection with the case of the Griffith Rubber Mills, Portland, 
Oreg. Mr. Spencer has made available to the subcommittee the infor- 
mation requested and TI will place it in the record at this point, with- 
out taking the time to read it. 

(The information referred to is as follows:) 


DEPARTMENT OF COMMERCE, 
NATIONAL Propucrion AUTHORITY, 
Washington 25, Mareh 28, 1951 
Senator G. M. GILLeTTeE, 
Chairman, Senate Subcommittee of the Committee of Small Business, 
United States Senate, Washington 25, D. C. 

Dear SENATOR GILLETTE: Pursuant to your verbal request yesterday, please 
note the following facts in connection with the Griffith Rubber Mills, Portland, 
Ureg., case. 

The following wire was received from Mr. Johnson Mareh 1, 1951: 

“Reference bulletin February 19 establishing our base total new rubber. Your 
file case A448 will reveal appeal from this base and subsequent grant. Alloca- 
tions granted have not been fulfilled We feel past handling our case has been 
arbitrary, causing us considerable production difficulties and inability fulfill 
commitment to customers in highly essential industry, many with DO ratings 
March allotment ascertained by phone will farce us to cut back production 40 
percent. This can result in loss of experienced personnel, possible difficulty in 
maintaining loan commitments to the RFC and other financial loss to this com 
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pany together with disruption of deliveries to our many Northwest customers 
directly tied in with the defense effort. We cannot impress too emphatically the 
inevitable serious consequences of an arbitrary handling of our new rubber 
requirements. Wire any additional information needed to consider immediate 
relief for us.” 

The above wire is typical of many received from companies, large and small, 
each month as the rubber availability for civilian purposes becomes less and less. 
However, because of the urgency of this situation as indicated by the wire, relief 
was granted in the amount of 10 percent, which had the effect of changing his 
base period from 113,392 to 124,731 pounds of new rubber hydrocarbon allowed 
to be consumed annually. Authorization to the above effect was made on March 
10 and a recheck of our files indicates that this notice actually left Washington 
March 14 with a machine signature. 

Subsequently a letter was received March 5 from the above company setting 
forth additional data which was considered and in the light of the 10 percent 
adjustment mentioned above was denied. Notification to this effect went forward 
to the company on March 19. 

It is understood that Mr. Johnson has an appointment with members of our 
staff this morning, and we will go into the case further in the light of any further 
facts which Mr. Johnson may be able to present. 

We regret that the Griffith Rubber Mills has been dissatisfied with the service 
from this office, and you are assured that we are making every attempt to improve 
our service to each company as rapidly as our staff can be expanded and working 
conditions improved. 

With respect to the telephone situation, we are terribly short of telephones in 
the section dealing with these matters. Have been forced to operate with only 
two trunk lines. A request for 25 additional lines was made prior to moving into 
this area, but so far no relief has been available. 

The entire Division is moving again this week end, and in the new location 
provision has been made for 25 additional lines, which should go a long ways tu 
correct the above situation. 

Sincerely yours, 
L. E. SPENCER, 
Director, Rubber Division. 

Senator Gitutette. I said before the recess that we would hear Mr. 
Smith of the Carolina Rubber Hose Co., Salisbury, N. C., who was 
very anxious to get away. Is Mr. Smith present? 

Mr. Smiru. Yes, sir. 

Senator Gitterre. Will you come up, please, Mr. Smith. 


STATEMENT OF MILES SMITH, CAROLINA RUBBER HOSE C0., 
SALISBURY, N. C. 


Senattor Gitterre. What is your connection with the Carolina Rub- 
ber Hose Co., Mr. Smith ? 

Mr. Smirn. I am assistant to the treasurer, sir. 

Senator Gitterre. What line of business is this rubber hose com- 
pany ¢ 

Mr. Smirn. We are mainly manufacturers of railroad specification 
hose, sir. We also have a small line of rubber rolls used in textile fin 
ishing work. However, our main work is railroad specification hose, 
mainly air brake and air signal hose. 

We were founded in 1931 and at the present time we employ ap 
proximately 77 people. 

Back in the fall, our adjusted base was 540,000 pounds per year. 
After February 19, it was 322,000 pounds. It was adjusted last week 
to 396,000 pounds. 

Our contention, Senator, is that we are in a very bad competitive po 


sition under these present circumstances. We are unable to fill our 


orders, and certainly not in the manner which our customers expect. 
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We are losing customers. We have others who say they cannot un- 
derstand why we cannot furnish them. 

The commodity is very essential, sir. For the railroads to continue 
operation they must have this air brake and air signal hose. We have 
had numerous calls, telegrams, and many letters stating that they must 
have this hose to keep their trains in operation. 

At the present time we have in our files orders for over 100,000 pieces 
of hose, many of the orders dating as far back as November. 

We are not wanting more than our share in any way but we do want 
to be able to maintain a competitive position. The railroads think we 
are not doing right by them. They have told us that they cannot 
understand why we cannot get the rubber. They say the other com- 
panies tell them they can give them immediate delivery on these 
products. 

Senator Gitterre. Are your customers getting their orders filled 
from other companies ? 

Mr. Smiru. There has not been time actually for that to have tran- 
spired up to this date. Most of the orders are filled on a contract basis, 
or on a quarterly contract basis. 

Senator Giterre. Your concern is because of the cut-back you will 
not be able to fill the orders as you had anticipated ¢ 

Mr. Smirn. That is a good part of it. They are telling us they 
will have to do something. In other words, to keep the railroads op- 
erating they have to have this hose. 

I have here with me some letters that a few of our customers have 
written to us. I would like to read a sample of one of them. 

Senator Gritietre. Read one of them. 

Mr. Smiru. I will file the rest of them. 

From the Atlantic Coastline Railroad— 

Dear Strs: You now hold our order for 10,000 pieces of air brake hose. It 
is absolutely essential that we obtain delivery of this hose if we are to con- 
tinue the operation of our trains and we trust you will make every effort before 
the proper authorities to obtain sufficient allocation of rubber to permit manu- 
facture of this very important item. 

I will file the rest of these letters here. They are the original letters. 

Senator Gitterre. They will be received for the files but not placed 
in the record. 

Mr. Smirn. We are accustomed to maintaining a standard of pro- 
duction of 1,500 pieces a day. We are now down to 1,000 pieces a 
day. That means delivery will be over 90 days for most. of our orders, 
rather than the 60 days which it would have been otherwise. These 
railroads cannot continue to operate without the hose. They will 
have to have the hose from some source. 

Senator Gitterre. The substance of your complaint is not that 
you are being discriminated against but that the order that has cut 
down the rubber supply is working adversity in your case and is of 
particular moment to the customers that you have. 

Mr. Smirn. And also they are being forced to turn to other com- 
panies that have rubber they can divert to this. 

Senator Gitterre. You say you are anticipating that. 

Mr. Smrru. They have said they are going to. We will not know 
until April 1 when their contracts are filed. It is our understanding 
that they are going to. , 

[ just want to say I appreciate the courtesy you have extended me. 
I realize we are a mighty small company and we appreciate the time 
you have given us. 
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Senator Giuuterre. We have been glad to have you here. We as- 
sure you that a small company is just as important to this subcom- 
mittee as the largest company in the United States. 

Mr. Smirn. Thank vou, sir. 

Senator Gitterre. Our sole concern is to see that this distribution 
is made, so far as we can do it, with the greatest amount of equity and 
fairness to all concerned. 

Mr. Smirn. I certainly appreciate that, 

Mr. Suaver. I have just one question : re cod in Secretary Sawyer’s 
statement he said— 

Some items containing rubber, such as railroad equipment, and certain farm 
and electrical equipment and so on, are obviously essential to the national de 
fense and the maintenance of the essential civilian economy. 

Do you feel in line with that pole vy statement as indicated by the 
Secretary of Commerce that your allocation of rubber is based upon 
sucha policy vy? 

Mr. Smuirnu. To this date, no, sir. 

Mr. Suaver. Here is another statement the Secretary made— 


I do not think I would care to speculate on that 
meaning automobile reduction— 


but certainly if the automobile manufacturer had more rubber than he needs 
because of the fact he was not making as many automobiles as he had been, and 
another manufacturer has less than he should, some program should be worked 
out. 

Do you feel by virtue of vour business that a different base period 
should be established. or the degree of essentiality should be con- 
sidered with regard to your product ¢ 

Mr. Smirnu. I definitely do, sir. As one of the railroads stated in 
the letter L have furnished you, they have bought very little during 
that period. Adverse c¢ ‘onditions, due to heav Vv stoc kpiling before that 
date made them think we were discriminating against them for hav- 
ing not bought in that period. 

You will find that in one of the letters there. 

Senator Ginterre. Thank you, very much, Mr. Smith. 

Mr. Smirn. Thank you, Senator. 

Senator GitLerre. Congressman Saylor, are vou ready ? 


STATEMENT OF HON. JOHN T. SAYLOR, A REPRESENTATIVE IN 
CONGRESS FROM PENNSYLVANIA 


Senator Gitterre. We are glad to have vou here, Congressman, 
and we will be glad to hear anything that you have to help us in our 
work. 

Mr. Sartor. I sincerely appreciate the opportunity of appearing 
before your subcommittee. 

[ personally am deeply concerned about the procedure that has 
been followed by the National Production Authority in allocating 
rubber. It is my understanding that the procedure followed in ad 
lusting allocations for a pe riod prior to March took plant « capacity 
intoaccount. This formula permitted small business to operate plants 
on at least a break-even and on a par with the big companies. I am 
sure that almost all of the smaller companies could operate under 
this system. 
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It has been indicated to me, however, that since the old procedure 
has been replaced, commencing with the March allocations, the Big 
Four companies are now in a position to almost completely dominate 
the rubber industry, and I believe this is not only to the prejudice of 
small businesses involved, but it is also to the prejucice of our national 
security. 

I have been told of a case where a large company was able to pro 
duce the products and offer them for sale to customers formerly 
serviced by smaller companies. There is a company, I understand, 

Baltimore, which manufactured tubes. When their allocation was 
cut to the point where they could no longer produce, they notified the 
concerns for whom they were manufacturing and were told to send 
the forms to one of the Big lour, that they had plenty of rubber and 
could produce for them, so that they have lost their customer. 

Senator GILLerre. Do you have any documentation to support that 
statement you made? Do you have any letters or documents / 

Mr. Sayuor. I believe, Senator, that I can get that and if so I will 
be glad to, this afternoon, and have it submitted to this conimn iittee. 

Senator Gitterre. | wonder if you would be kind enough to do 
that and make it available for our record. 

Mr. Sartor. I certainly will. 

(The information referred to is as follows :) 

House oF RePRESENTATIVES. 
Washington, D. C.. ipril 6, 1951 


Hon. Guy M. GILLerrr, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR GILLETTE: When | appeared before your subcommittee last 
Wednesday, March 28, I stated that one of the small rubber companies had lost 
one of its customers to one of the larger companies becuse they could not give 
full production with their allocation of rubber. I promised to give you a docu 


ment proving this fact. 

I enclose herewith a copy of a letter from the Frank G, Schenuit Rubber Co 
Railroad and Union Avenues, Baltimore 11, Md., to Narvin B. Weaver, dated 
March 12,1951. The last two paragraphs on page 1 state the facts about which 
I testified 

I also stated when I appeared before your committee that I felt your com 
mittee should urge the Secretary of Commerce to delay the cut in rubber for 
April. I wish to further state that I believe your committee should urge the 
secretary of Commerce to rescind all cuts for the small companies, including 
the one made on February 19, 1951, and that if any cuts in allotments are 
Inade they should be mode in the allocations given to the Big Four 

Sincerely yours, 


JOHN P. Say 


THe FRANK G. Scuenvir Reeser Co., 
Baltimore, Md.. March 12, 1951 
Subject: Rubber allocation as revised by NPA for the vear ending June 30, 1950. 
Mr. NARVIN B. WEAVER. 
Washington, D. ¢ 
Deak Mr. Weaver: We fully appreciate the need for conservation of rub 


{ 


ber, also the necessity for the most effective utilization of rubber available for 
civilian economy. 

Under NPA revised allocation going back to the original base period to 
stablish each individual company’s allotment, we question the fairness of this 


decision 

In our particular case the base period ending June 30, 1950, for purposes 
of computing our permitted consumption of new rubber for civilian tires was 
a low consumption period due to ¢ onditions Which existed in the replacement tire 


business at that time. 
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Operating under the present allocation it is necessary to ration tires to our 
customers to the best of our ability so not to lose our valued accounts. 

One customer which we have sold for the past 3 years notified us on February 
23, 1951, to transfer some of their mold equipment to one of the major rubber 
company’s plant with the understanding this plant would give this account full 
production from their molds. 

This disturbed us very much and we requested a day or two grace before ship- 
ping the molds to determine if it was possible to get an additional allotment of 
rubber so it would not be necessary to lose this business. We were given per- 
mission by the Rubber Division to transfer part of our new rubber allotment 
for March from one grade to another, but not increasing our total allowable 
new rubber. This did, however, allow us to balance our production and hold 
this business. 

This would indicate to me that by changing the base period back to its original 
basis certain companies benefited while others were penalized. 

We sincerely believe that NPA should establish a fair basis upon which to 
allocate rubber so all rubber manufacturers will share the burden equally. 

We are considered a small business, which in normal times employ 265 to 275 
production employees. We recently furloughed 17 percent, due to our rubber 
allocation. 

Very truly yours, 
THe FRANK G. ScHenvir RuBBeER Co., 
Roy C. Neery, President. 

Mr. Sayvor. It is shocking to me that under any allocation system 
small business is told it cannot have the raw materials to produce 
and its customers can go to one of the Big Four and get the same 
product. 

It is my understanding that during the base period ending June 30, 
1950, the original equipment manufacturers consumed more rubber 
for original equipment than they have ever consumed in the history 
of their business. This period is now the measuring stick for present 
allocations. 

Since that time, the automobile production has been cut back but 
these four big companies are still allocated rubber on the basis of 
their consumption during a record automobile production period of 

1949 and 1950. 

This disturbs me and I think should disturb business generally 
throughout the country, particularly since these four large companies 
manufacture not only tires for new automobiles and trucks but also 
manufacture products in nearly every area of the rubber field. 

Since the automobile production is cut back, and will probably be 
cut back even further, it is perfectly obvious, it seems to me, that 
these four large companies will have rubber that they can manufac- 
ture into products that the small manufacturers cannot produce be- 
cause they cannot get rubber. In other words, the larger companies 
can take their extra rubber and use it to capture the markets of the 
smaller businessman. 

I believe that this is patently unfair, inequitable, and tends toward 
monopoly. 

I believe it is a threat toward the free-enterprise system which we 
have grown to love in this country. I sincerely hope that this com- 
mittee will give this phase of the operations of this industry a very 
thorough examination. 

McCreary Tire & Rubber Co., of Indiana, Pa., is located in my 
district. It was because of their plight that I originally became inter- 
ested and began to investigate and look into this situation. 

This company employs approximately 240 people and has been in 
continuous operation for more than 35 years. This company will not 
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be able to operate more than 2.5 days a week on account of the rubber 
that has been allocated to it for the month of April for civilian pro- 
duction. It cannot continue on this unprofitable basis for a long 
period of time. 

This reduction represents a very major set-back to the town of In- 
diana and I am sure it was not the intent of Congress that small 
businesses such as this should have to go out of business. Certainly, 
I believe there is some solution to the problem, if the Big Four and 
the NPA will recognize their responsibilities. It is my sincere belief 
that, in this regard, the present policies pursued by the NPA are not 
well thought out, and under them small business is not receiving the 
consideration which Congress intended them to receive. 

I was amazed to find that the Secretary of Conimerce and the Na- 
tional Production Authority have stated to this subcommittee that 
under any allocation system large business is favored and that small 
business inevitably gets the short end of the stick. 

Apparently they propose to do nothing about it, notwithstanding 
the provisions of section 701 of the Defense Production Act of 1950, 
which is specifically intended to save small business. 

I think that the whole program should be looked into and it should 
be done immediately. If it is not, the small companies will be irre- 
parably injured, 

In this regard, if there is any evidence at all that the Big Four in- 
fluenced the « operation of the alloc ‘ation program, I sincerely hope that 
this committee will call this fact to the attention of the Antitrust 
Division of the Department of Justice, and also to the Federal Trade 
Commission, and if there is a violation, ask for the immediate prose- 
cution of anyone who is involved. 

At atime when our economy is controlled, monopoly can move in on 
small business under a shield of emergency legislation, unless we are 
very careful. We should watch this carefully and it should be 
stamped out immediately upon detection. 

Let me stress that unless something is done to save the small rubber 
comipanies immediately, it will be too late. 

Consideration should be given now to the question of whether the 
cut-back orders cannot be rescinded until this subcommittee has fin- 
ished its study. 

I am of the opinion that this could be done with results consistent 
with our defense program and the small-business program. 

I urge this committee to give this matter consideration this week, 
before it is too late. 

I sincerely believe that saving these small businesses is just as im- 
portant to our Nation and to our national economy at the present 
time, as the stockpiling of rubber. 

Senator Gitierre. Counsel, do you wish to ask any questions / 

Mr. Suaver. Congressman, I would like to ask you one or two ques- 
tions. 

First of all, as I interpret your statement to the committee, is it 
your opinion that the committee should go on record as asking for a 
temporary delay in this April cutback, until such time as the commit- 
tee finishes its study ? 

Mr. Sartor. I think that is as clear as it can be made. 

Mr. Suaver. Do you think the whole economy, with particular in- 
terest on the small rubber companies, wants that action 

Mr. Sayvor. I do. 
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Mr. Suaver. I have no further questions. 

Senator Giuterre. Congressman, you have been very helpful, as 
we anticipated you would be. The suggestions you have made will 
certainly be ti aken under consideration by the subcommittee. 

Mr. Saytor. I appreciate that, Senator. 


STATEMENT OF PAUL BELNAP, CHARLESTON RUBBER C0., 
CHARLESTON, S. C. 


Senator Gitierre. What is your official capacity in connection with 
the company ¢ 

Mr. Betnar. I am the secretary-treasurer of the company. 

Senator Giuuterre. This is a concern engaged in manufacturing 
articles from rubber ? 

Mr. Betnar. We manufacture principally electricians’ rubber 
gloves and along with that a line of allied safety equipment such as 
rubber sleeves = also a line of industrial synthetic rubber gloves. 

I believe I can speak for our industry in that there are only live 
companies aaa in the United States in making these products. 

Let me correct that just a little. Only five engaged in making elec- 
trician’s gloves. There are more than five making industrial gloves. 

All of these five companies are quite small. They range from 15 
employe esto 1L50e mploye es, 

[ think perhaps our industry is in a unique position in spotlghting 
this investigation which you are conducting today. When I say that 
we 5, having each of us from 15 to 150 e mployees, furnish all the elec- 
winiaa’s rubber cloves used in the United States, most of those used 
in Canada, a large portion of those used in the Latin-American coun- 
tries and South America, and all the gloves used by the Department 
of Defense, the Army, Navy, Air Corps, and all the rest, it should 
be impressive. 

There is no doubt about the essentiality of a Lhneman’s rubber glove. 
The public-utility industry would stop instantly if they were not 
available. 

The same is true of the Department of Defense, which requires that 
product. 

I think it might be interesting to examine the position we hold 
this thing. 

Up until 1948, there were only four companies. Our own company 
was organized in 1948 by five men who have had up to 20 years’ exper! 
ence with another company, making the same products. We went into 
business because there was a very great need for another company. 
The four existing ones were unable to take care of the expanding 

utility industry and were not particularly interested in expanding. 

It isa highly specialized product and only one of the four is a part 
of what you might call a large company—one of these five. Pardon 
me. QOne of the five is a division of the B. F. Goodrich Co. The 
others are all extremely small companies. 

It so happens that our own company probably furnishes 25 percent 
of all these gloves made in the country today, and we employ 25 people. 

Our base year would not in any way represent our need at the pres- 
ent time for rubber, prince ipally because we are a growth company, 
supplying a growth industry. 
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As everyone knows, the public-utility industry is expanding rapidly 
and when you add on top of that the treme ndously increased needs for 
defense, we have a very strong growth industry. 

Therefore, our base year was definitely not satisfac tory. When the 
first allotment was given us, we immediately appealed and I am hi appy 
to say that within 9 days from the time my letter left our plant we 
had the grant of our appeal back in our oflice. That was from Mr. 

Glen’s office. 

The base period was then revised in February of this year, I be- 
lieve, and and it was reduced below our base year, which was quite 
serious. 

Mr. Snaver. Did you say below ¢ 

Mr. Betnar. Yes. Natural rubber was actually reduced somewhat 
below our original base period, so we immediately appealed again, 
but lue ‘kily in the meantime the March rubber order was issued in 
which is a clause stating that if you use less than 25,000 pounds in one 
quarter, these restrictions do not apply. Fortunately, we use less than 
that amount, because the production of rubber gloves is not a tonnage 
item. It is not a question of tonnage. 

We were therefore relieved by that one phrase in the rubber order. 
Were it not for that, we would be in serious condition. After that 
rubber order was issued, then our appeal again was granted by Mr. 
Spencer so that for our own partic ular Company, at present, we are in 
a satisfactory condition. 

The other glove companies, I believe, with which we are very well 
acquainted are, I believe, at the present time, in a satisfactory condi- 
tion. However, no provision is made for this growth of which I 
spoke a minute ago. 

There is one other thing I would like to point out. In the last 
rubber order, the priority rating DO-97 does not grant one exemp- 

tion from the order as do the other orders issued | ry the Department 
of Defense. In other words, that particular DO-97 carries very little 
weight. It is one which the power companies niust use to obtain their 
products. 

We believe that the essentiality of the product should be considered, 
perhaps, a little more than the mere fact that you used so much rubber 
Ina certain period, 

Senator GitLerre. You are not a hardship case now ? 

Mr. Betnar. We are not now. 

Senator Gitterre. Unless there is a drastic change, you do not 
anticipate that you will be? 

Mr. Bennar. That is correct. 

Mr. Saver. You are familiar with the criteria set forth and the 
basis for appeals; are you not ¢ 

Mr. Betnar. Yes. 

Mr. Suaver. I believe it was 505 which indicates that growth of at 
industry is not considered one of those bases for appeal. 

Mr. Betnap. I believe that is right. ; 

Mr. Suaver. If you were expanding to a certain point to where you 
would need more than the limited amount of rubber, you would be 
precluded from filing the appeal ? 

Mr. Betnar. That is right. 


Senator Guuuerre. Thank you very much. Mr. Belnap, for your 


assistance, 
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Mr. Betnap. I appreciate the opportunity. 
Senator Giuttette. Mr. H. F. Webster. 


STATEMENT OF H. F. WEBSTER, REPRESENTING DENMAN 
RUBBER CO., WARREN, OHIO 


Senator Gittetre. Your company is the Denman Rubber Co. ? 

Mr. Wesster. Yes, sir. 

Senator Gittetre. That is a corporation ? 

Mr. Wesster. Yes, sir, in the State of Ohio. 

Senator Gittetre. What is your official capacity ? 

Mr. Wenster. President and general manager. 

Senator Gittette. What line of work is the company engaged in ? 

Mr. Wesster. Tires, camelback, and mechanical rubber ‘goods. 

Senator Grtterre. Thank you, Mr. Webster. Be seated and proceed 
in any Way you want to. 

Mr. Wesster. We are definitely a small rubber-manufacturing com- 
pany. Our employees in the factory are about 245; including the office, 
we have approximately 280. 

I do not want to get into any bickering with any other people who 
have testified here, but I might challenge a statement made by Harry 
McCreary that they were the smallest manufacturer of tires. I think 

are that; and, after listening to how much rubber he is getting, I 
know we are. 

In our particular business, approximately half of the rubber which 
we used during the base period went into camelback, and repair ma- 
terials for the recapping of tires. 

We and our predecessor company have made camelback for 15 years 
and are well known in the industry for that. 

On our tire manufacturing, we make passenger tires and truck tires. 

In the mechanical items, we make a line of textile parts, loom sup- 
plies, which are replacement items. We also make and use rubber 
for the recovering of rolls for the steel mills. Every one of these 
items is either transportation or necessary in industry. 

We had previously made a few items which we threw out the win- 
dow, such as automobile mats and items of that sort. 

In reference to the base period, we happened to have been going 
through a number of changes at that particular time, and the base 
per iod was a bad period as far as we were concerned. 

For example, during the first half of 1950 we were consuming 18 
percent more than we were in the last half of 1949, and part of that 
happened to be due to new business that we had taken on, and we did 
not have the full benefit of all of that rubber. 

There is one point that has not been stressed in any of the testimony 
that I have heard particularly, and that is the manner in which a 
company is taking care of its customers. 

We happen to have to divide ours up into camelback, which is a very 
necessary item; and, according to M-2, we now have to put a large 
part of that into camelback for 1 recapping. ‘They tell us how much 
we have todo. Ihave not had enough rubber to go around. 

I happen to have just a small company. We happen to have a 
couple of different sales departments, and in our particular case the 

sales managers, all of them, think I am hooking them; that I am not 


giving them their particular share. 
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We have one business which we took over late in 1949, which hap- 
pens to be a motorcycle tire account. I grant you it does not use a 
great amount of rubber, but we are manufacturing 20 to 25 percent 
of all the replacement motorcycle tires made, and that particular 
customer thinks I am hooking him in some way and taking the rubber 
somewhere else. 

Those are some of the problems we have in a small company in 
trying to divide it up to take care of customers. 

I will say this: I also think that in the particular base period taken 
by the industry it is more fair to the large original-equipment manu- 
facturers than it is to many of the others; that is, as I understand the 
particular figures. I do know that the particular figure was not too 
good for ourselves. 

I would be of the opinion, if it was at all possible to use either the 
12-month or consider even the first 6 months of 1950, that that in turn 
might take care of some inequities that might come up. 

I want to make one other statement here in reference to the amount 
of rubber that we are getting. In March it was exactly based on the 
formula. We can understand it. 

I will also make another statement: that we got more rubber for 
March under the formula than we had previously been getting in 
November, December, January, and February. In fact, I was a 
little surprised to find out how many of the others were getting rubber 
during that time on appeals, more than they were doing. In no case 
have we ever had as much rubber as we had averaged during the 
base period at any time. 

Senator GitLerre. But you have increased the amount of rubber 
during this period that you allude to in March and February ? 

Mr. Wessrer. In March, under the new basis, we came up within 5 
percent of what we had averaged during the base period. 

Senator Gitterre. Was that due to the request you made for ad- 
justment or just due to the change in policy ¢ 

Mr. Wesster. That was due to change in policy and due to the 
formula. 

I am not accusing anyone, but I believe there were some serious 
mistakes made in our particular case, the previous time, We had some 
adjustments, but at no time did we even get GRS, as we had been 
using. We had some given to us on some appeals, but we never got 
up anywhere near the average of the amount that we used. 

For April we are, of course, being cut back as per the formula. 

I might say that I have learned a few things here listening to some 
of this. One thing I am going to get out of it: I am going to file 
another appeal. There was one other question that you brought 
up in your notice of this meeting, and I noticed one other person, in 
testifying, referred to it, and that was this: as to what part we had 
or phi ayed i in the synthetic-rubber picture. We ourselves are associa- 
ted—we are called a participating company—with B. F. Goodrich in 
the operation of the Institute Synthetic Plant at Institute, W. Va. 
We were never in that before. We were invited in by Goodrich and 
accepted. That was last fall. 

I will give credit to someone in Washington in starting that. 1 
think it has been a ver y good thing. It enables us to learn quite a bit 
about synthetic rubber, and the future and possibilities of synthetic 
rubber. 
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Senator Gitterrr. You say you were invited to come in as a par- 
ticipant in this Institute plant ¢ 

Mr. Wensrer. Yes, sir. 

Senator Gitterre. That you were invited by Goodrich? 

Mr. Wessrer. Yes. 

Senator Gutterre. What was the inducement that was dangled 
front of you in asking you to come in? 

Mr. Wensrer. We came in on a 10-percent basis. We have 10 
percent of any of the fees that are given for the operation of the 
plant. We get no expenses. For example, on any trips for myself 
or any of our technical men there, our company pays that. 

We have the possibility that when that plant might be discontinued 
at some future time our men would come back to Denman. Other 
men were hired directly from other industries and put in there, but 
under the name “Denman” we have first call on their service. 

Senator Gititerre. I want to bring this out because I am tremen- 
dously interested in this and we want to go into it further: I am 
anxious to know what inducement or what advantage, if any, other 
than the fee that the Government pays for the manufacture of syn- 
thetic rubber, is there in eens a plant ¢ 

Mr. Werster. Well, sir, 1 would say this, at least in our particular 
case: Synthetic sighshitty is a comparatively new industry. Great steps 
are still going to be made in svnthetic rubber. In my humble judg- 
ment we are nowhere near through yet with the growth of synthetic 
rubber. 

If you are tied in with the operation of any of these plants, you are 
in a better position to know what is going on, to forecast the future, 
wor: to plan for it. 

If you will give me just one moment, I will give you one very good 
illustration to show you what I think of it. 

We make a high percentage of premium tires, and we have used in 
those, which were premium-sold and listed at a high price—we were 
trying to make them as good as we knew how—we have used sy on 
rubber for the past 2 years for the reason that synthetic rubber for 
tread of that type is better than any crude-rubber tread that we or 
anybody else knew how to make. T still think there are a number of 
things that can be made in the growth of synthetic rubber. 

It is very unfortunate and we would not have had this particular 
trouble if we had opened up these extra synthetic-rubber plants quite 
a bit earlier. That is where the big trouble is now. 

Senator GrutetTr. I appreciate that comment very much. That 
has been a factor that I have felt was a very import: int factor and it 
has been ever since this industry first developed in 1941 and 1942. 

The farseeing men could see that the synthetic-rubber industry was 
going to be an immense industry and an important industry, and the 
control of it was going to be import int. 

From the time of its inception, I personally know of the interest 
that has been taken in it, and I can readily understand the desire of 
men in your business to keep in touch with its development, because 
of the possible future and your connection with it in the future. 

That was an sate int factor, in addition to the mere fee that you 
were receiving, or your percentage of the fee, and in addition to the 
fact that it gave aie ary employment for some men that you did 
not have immediate use for. 
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Mr. Werster. Senator, could T make one statement right in connec- 
tion with that? That, in my opinion—I am not a chemist, but I am 
a production man, and am an old-timer, at least, in the business—we 
should never again become dependent upon crude natural rubber. 
I think that that is the No. 1 thing that needs to be pushed, and I 
hope that help is coming from this particular meeting. 

Senator Gitterre. I am 1,000 percent in agreement with you. If: 
in the unfortunate situation that might develop, the great source of 
crude natural rubber should be denied to us, through control by par- 
ties adverse to us, we would be placed in a position as we were in 1941. 
I am going to volunteer this remark: that I feel because of the un- 
certainty in this development period and transition period that the 
industry, the production of synthetic rubber, has been retarded some- 
what and retarded to an extent that prevented its development to the 
point that it ought to have been developed as a source at the present 
time, 

Mr. Wessrer. I certainly agree with you, Senator. 

Senator Gitterre. Counsel. 

Mr. Suaver. When did you sign your contract for participation in 
this plant? What is the approximate date ? 

Mr. Wenssrer. We signed exchange letters of intent in October of 
last year. That was the time when Goodrich came in to take this 
particular operation over. 

The actual formal agreement with Goodrich was not signed until 
January. I believe it was January; it might have been February 
even. The reason for that was that ther re was a lot of time taken in 
working it out with RFC and the companies, where there were par- 
ticipating companies. 

Mr. Suaver. Did RFC request you to contact Goodrich or did they 
request Goodrich to obtain a small rubber company to participate 

Mr. Wepster. No: we had no connection with RFC. We never 
heard from them. The first I ever heard of this was from Goodrich. 
Goodrich told me that they had been requested—at least requested : 
do not know whether it was requested or ordered—to have at least one 
smaller company not then associated with it as a participating com- 
pany with them. 

Mr. Suaver. The point I am developing is that Goodrich came to 
you and requested an agreement for the participation in this particular 
plant ? 

Mr. Werster. Yes; that is right. 

Senator Gitterre. You do not think it is because Goodrich did not 
think they could handle it alone ¢ 

Mr. Wessrer. No, sir. 

Mr. Suaver. I just want to bring this out from the Rubber Act: 

It is further declared to be the policy of Congress that the security interests 
of the United States can and will best be served by the development within the 
United States of a free, competitive, synthetic-rubber industry. 

Tam very glad that Goodrich came to you in order to afford one small 
rubber company the opportunity to participate in order to carry out 
the mandate of Congress. 

Mr. Weesster. Could I make just one statement in connection 
with this? I personally believe this: There is not going to be enough 
rubber this year to go entirely around, and certainly not enough to 
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give all of us what we would like to have or that we could use in run- 
ning our plants, providing we keep on stockpiling crude. 

There are a few more synthetic plants to come in. This Institute 
plant i is not yet in full production. 

Senator Guerre. It is one of the first established of the plant? 

Mr. Wesster. Yes; but. you see, it was in mothballs. The other 
thing right now was held back by this fire and explosion recently, so 
there is a shortage of raw material. Even with that, I do not think 
there is going to be enough, as I see the picture. 

To help this matter out, I believe it is going to take some freeing 
of crude rubber. 

I will not cite myself as an authority as knowing all the things that 
are there, but that was mentioned before and I think they are going 
to need and should release some crude rubber at this time. 

Senator Gittetre. Thank you very much. 

Mr. Weesster. Thank you. 

Senator GILLerre. Mr. Spencer. 


STATEMENT OF W. ROBERT SPENCER, COOWNER, SPENCER RUBBER 
PRODUCTS CO., MANCHESTER, CONN. 


Senator Gittetre. Your name is William R. Spencer. 

Mr. Srencer. That is correct. 

Senator Grttetre. Where do you live, Mr. Spencer? 

Mr. Srencer. In Manchester, Conn. 

Senator Gitterre. And what company are you connected with? 

Mr. Srencer. I have my own small company, Spencer Rubber 
Products Co. 

Senator Guterre. What is your capacity, outside of owning the 
company ¢ 

Mr. Srencer. Well, it is very general and broad, but they say I am 
president. 

Senator Gitterre. All right, Mr. Spencer, will you proceed? We 
will be glad to hear anything you wish to present to us. 

Mr. Spencer. Senator Gillette, honorable members of the United 
States Senate Select Committee on Small Business, members of the 
National Production Authority staff, and to all who are present, it 
gives me great pleasure to be here today because it indicates to 
me and to all here in this room today that we, here in America, still 
have the basic fundamentals of democracy functioning. With all that 
has been written and said about bureaucratic Washington, it is most 
refreshing and reassuring to know that as small as we are, we have 
the opportunity of having our voices heard in such a high place as the 
Senate of the United States. 

Believe me, there is no other place in this universe where such a 
circumstance could happen. Regardless of how much or how little 
your committee may do for the small rubber manufacturer, we should 
thank God for the privilege of doing business in a land whose laws 
are so constituted as to make these heari ings possible. 

The facts that I am about to relate here are offered not as dogmatic 
criticism of the NPA program but merely to point out the serious 
plight that we, one of many small manufacturers, face today. 

I sincerely believe that the NPA officials have conscientiously tried 
to accomplish the task set before them. I sincerely believe they have 
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tried to do “first things first,” but because of the magnitude of their 
job and possibly their lack of an intimate understanding of how real- 
small business functions, I feel that some immediate attention should 
be given this segment of our economy. 

The need is urgent now and if effective attention can be given our 
problem without jeopardizing the well-being of our country and its 
people, then I firmly believe that your committee should recommend 
the writing into law whatever measures are necessary to protect the 
given right of small business to survive. 

Many “volumes have been written on what makes “big business” big. 
Many more have been devoted to selling the small-business man on 
how he can become big and successful but seldom do you see the 
biography of a small business that remained small. To understand 
small business and its problems, you have very little choice but to 
live that experience once. With this thought in mind, I would like to 
take a moment and trace the history of our: company. 

Ever since I can remember I have always been around a small 
rubber shop. As a boy I can remember well of working my way 
through summer school by foldlen paper cartons in a shop. I guess 
it was then that I received the determination to some d: iy have a ‘shop 
of my own. Even 5 years before the actual start of production I spent 
many happy hours planning, drawing, and getting together infor- 
mation necessary for the beginning of such an enterprise. 

Even while in the naval hospit: al at Great Lakes, recuperating from 
a service-connected disability, 1 developed the nickname of the Cata- 
log Kid, because a mail call would never go by but what the big 
Columbia clasp envelopes would be there with « ‘atalogs on equip- 
ment and facilities helpful in the production pclae ‘of any shop. 

In 1944 I received an honorable medical discharge from the United 
States Navy. In the 9 months that followed I completed my plans 
and in January of 1945 we purchased a small factory building and 
began the erection of machinery and equipment. At this point | 
should say that I was very fortunate in the choosing of my business 
partner—my mother. She had some 15 years’ experience in office man- 
agement and during the war she was women’s personnel director of 
a “shadow plant” of the United Aircraft Corp. 

Our first step was to set up a rubber-band cutting department 
whereby we could buy our rubber tubing and then cut, package, and 
sell them. It was late April when the first product came off our 
package line. I never will forget the response we sienbied to our first 
piece of direct-mail advertising. It was merely this simple announce- 
ment that we had rubber bands for sale. The response was an ava- 
lanche of orders from all over the country. What a fool’s paradise 
we were in. That year, because of our limited facilities, our gross 
sales were $69,192.93. By 1946 we had installed our own equipment 
for manufacturing the complete — from raw material to fin- 
ished merchandise. In 1946 we sold $217,334.46 worth of rubber 
bands and still the orders kept coming. 

By the end of that year it is safe to state that the patient was under 
the hypodermic of only one problem of produce, produce, produce. 
In 1947 it was even better. That year we sold a volume of $239,626. 
and even in December there appeared to us that no end was in sight 
for more orders. ‘ 
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January 1948 was a month I will never forget. On January 1 
we had over 6 months business on the books; by the 25th our orders 
were down to zero. It took nearly 6 months for the sedative of un- 
limited ee to wear off. It was then that we realized that 
success in business was like a well-built table. It must have good 
legs ada each of the right size to give the table firm support. 

We had a go ood product, the manufacturing know-how, sufficient 
capital streng h, but one leg, sales management, was just not there. 

In 1948 our sales dropped to $178,000 and likewise we lost some 
S$16.241.89. Still not realizing that the sales problem was the missing 
link we, in 1949, had our sales drop to $140,693.30 but due to better 
planning our loss that year was only $14,450.04. Aside from loss 
In capital, we were fortunate in meeting a person who had real sales 
know-how and was willing to help us find the way. 

In July he gave us a 20-page questionnaire on the background of 
our past method of operation. After answering all the questions 
he came back with six more pages of questions. By the time we 
answered these he, like a eood doctor. knew where the trouble was 
and what to do about it. In October of 1949 we introduced the Klick 
Top package. It was the greatest step forward in 20 years of rubber- 
band merchandising. But unfortunately by this time we did not have 
the financial strength to carry out the program with all the fanfare 
necessary for quick promotional results. 

Just as I will never forget January 1948, so I never will forget 
spring at summer of 1950. One payday when I needed every dime 
we had plus a few more for payroll, we had one of our supphers 
slap an attachment on our bank account for S109. The sheriffs visits 
were all too numerous to mention. For mother these were hard times. 
I never will forget the time a sheriff. with gravy spilled all over a 
bright checkered vest, removed a typewriter for a S60 attachment. 
I thought mother would all but break down. 

But in spite of all this we began to move eee inch by ineh. 

By April 1950, we sold $14,200 worth a month: in May our sales 
moved forward to $17,600: in June because we aha’ our credit 
limits in May for supplies, we were held back to $12,000; however, 
by July we once again had our money in and were able to buy enough 
materials to produce $18,000 worth. ' Then Korea 

From that point on we could not effectively measure the results 
of our sales planning because scarce-buying influenced the picture. 
However, we were able to analyze our problem and determine just 
where our break-even point was, 

When the first restriction order came out in late August. we realized 
that because much of our base-period consumption was below our 
break-even point we ap ypeate «l for enough rubber to permit continued 
profit: able operations. This appeal was granted and we were given 
permission to consume 20,509 pounds per month. 

The last quarter of 1950 was ve ry good tous. It saw the payment 
of the last past-due bills. January and February were likewise good. 
But then on February 19 came the heartbreaker, namely, Manly 
Hleischmann’s letter. I would have accepted it with more grace had 
the information been correct; but mind you, my actual base-period 
consumption was 152,139 pounds and here comes along the law and 
says that I can consume only 95 percent of one-twelfth of 85.452, 
barely one-half of my real base period. 
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Well, it was like January 1948 all over in reverse. All orders and 
no material. If we are forced to live within the framework of this 
letter, then our plight will be more serious than that of 1948 and 

1949. We cannot produce near enough to cover our break-even point. 
Losses will once again follow; our position in the trade will be lost 
and now, because of our still weak capital structure, foreclosures 
will be the inevitable result. 

[ merely ask for the opportunity of doing one thing throughout this 
emergency—that of “breaking even” and the opportunity to become 
no weaker financially then than Lam today. 1 do not believe it is fair 
to have the small fellow suffer losses while the big fellow goes merr oid 
on his way. Sure they will tell you how much they have cut back i 
tons per month—but that is not the whole stor y. DO orders, with im- 
portance above 97, are allowable for ine reased consumption. I ask 
what tonnage is involved there? What are they going to do with the 
rubber that results from a cut-back schedule on OEM? I do not blame 
them for using this rubber to strengthen their position in other worlds. 
Will any of the Big Four suffer financial loss because of Manly Fleisch- 
mann’s letter? Do they face the possibility of forec losure? I think 
their earning record of 1950 tells those answers. 

Repeating, I ask only for the opportunity of staying in business 
until the competitive days that he ahead. Then I w ill take my chances 
along with the rest of them. But if I am forced to follow the edict 
of the M: uly Fleischmann letter—doom is inevitable. 

Now, it is perfectly easy for anyone to feel sorry for themselves or 
cast stones at another’s etlorts, but as I stated early I honestly do not 
believe there is a lack of sincerity among the men of NPA. I think 
the only real problem from our viewpoint is their lack of understand- 
ing of what we face. 

The majority of men have come from larger corporations for they 
are the only ones who can afford to put a man in Washington for no 
pay and for an indefinite period of time. 

I earnestly recommend the establishment of a paid committee of 
small-business men within the framework of the Rubber Division, 
their authority second only to that of the Director. They to study all 
allotments and appeals, to carefully screen the true hardship. cases 
from the get-rich schemers, keep a careful eye on the consumptions, 
and see that everyone gets a fair shake in the allotment of over-all 
rubber; as it is today the small-business man has no voice in the 
perilous journey he is undertaking. 

The road signs are laid out by those who cannot appreciate toil, 
sweat, and mental anguish that has befallen the small manufacturer 
today, because that is something that, unless you have lived through 
t, you cannot know or understand, 

And again I will say—this in no way is a reflection on the men 
of the Rubber Division, They are sincere in their effort to conserve 
rubber for the defense program. I merely ask that we, the small- 
business men, have a voice from within the framework to give us 
survival until the return of a free, unrestricted, competitive era. 

Senator Giuterre. Thank you very much. You have been very 
comprehensive and very clear. 

Committee counsel. 

Mr. Suaver. What difficulty have you encountered by virtue of 
your statement in establishing your base period / The true base 
period, that is, as you understand it. 
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Mr. Srencer. That story goes back to last fall when I came in for 
my first appeal. I stopped down at their Statistical Department and 
they noted that I had not filed monthly reports. That was because we 
were small and did not realize that we had to do it. He requested that 
I give him the year 1949 and the first half of 1950. In setting up their 
records, apparently they just took the first half of 1950 and I got no 
credit for the 1949 portion of the allotment that I used; my ‘actual 
consumption. 

Mr. Suaver. You got no credit for the 1949 portion ? 

Mr. Srencer. That is correct. 

Mr. Suaver. What is the status of that allotment today? Have 
you ever received any credit for it? 

Mr. Spencer. Around 2 weeks ago I wrote in a statement as to our 
actual consumption during the base period, but to date I have heard 
nothing. 

Mr. Suaver. You have heard nothing as of today ? 

Mr. Spencer. That is right. 

Mr. Suaver. That is all I have, Mr. Chairman. 

Senator Gitterre. Thank you very much, Mr. Spencer. 

As an immediate remedy, I suggest you eee get together. 

Mr. Pickel, Universal Tire & Rubber Co., } Nashville, Tenn. 


STATEMENT OF MR. J. R. PICKEL, REPRESENTING UNIVERSAL 
TIRE & RUBBER CO., NASHVILLE, TENN. 


Senator Gitterre. Universal Tire & Rubber Co. is a tire-manufac- 
turing concern ¢ 

Mr. Picket. We are an independent tire dealer, Senator. We are 
a tire distributor. 

Senator Gitterre. You are jobbers? 

Mr. Picken. Yes, sir, distributor or jobber, whichever you wish to 
call it. 

Senator Gitterre. You do not manufacture? 

Mr. Pickex. No, sir, we do not manufacture. 

I imagine there are thousands of independent tire dealers over the 
United States who are in the same predicament we are. Month after 
month our allocations have been more or less cut back on truck tires 
and passenger car tires. Eighty percent of our operation is heavy- 
duty truck tires. We service large commercial fleets, namely, inter- 
state commerce carriers and local haulers. 

We received our allocation from Dayton Rubber. Our main sup- 
pliers are Dayton and McCreary and it will cut our April allocation 
back 25 percent from Dayton and practically 50 percent from Me- 
Creary, which means that a lot of our accounts are going to be out of 
tires for their equipment very shortly. We are now coming into the 
summer months and naturally all of us know your big truckers use 
more tires during the summer months than during the winter months. 

The stock of tires in dealers’ hands today I think is ina precarious 
condition. 

Senator GitteTre. You think it is very low ? 

Mr. Picket. I think it is very low. That is my own opinion of it. 

It seems to me that all of your trucking equipment should be put in 
very good condition for the summer months and if they are not able 
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to replace their tires now as they need them, a lot of equipment will be 
laid up this summer that is badly needed. 

Senator Guerre. You think that the diminution of supply of tires 
on hand in the warehouses of distributors was due in large measure 
to scare buying by the public? 

Mr. Picken. That might have happened in some instances. I 
imagine that it did. However, I think most of those stockpiles now, 
that “perhi ips some of your large truck contractors have had, are being 
used up rapidly and are getting to a dangerous point. 

If this new cut comes about in April, by May or June a lot of your 
trucks will be laid up due to lack of tires. 

Senator Gitterre. To the extent that that was a factor, it would 
just merely transfer ownership of an extra tire from the stock of the 
dealer to the purchaser who had it in his garage / 

Mr. Picken. That is right. 

For example, last week one of our accounts purchased some trailers 
and the tandem trailers have eight tires on them. They came through 
with four tires. This particular account had to go out on the open 
market to get these trailers to run and he had to purchase the extra 
tires himself because the manufacturer of the trailer could not furnish 
him all the tires for his equipment. 

Senator Gitterre. What stories do you get from your usual sources 
of supply? What do they tell you? 

Mr. Picken. It seems every month I open up a letter that our 
allocations are cut each month. It has been that way since December. 
With this last cut, I am afraid it will put a lot of independent tire 
dealers out of business or close to being out of business. 

We compete with major companies 1n our market and naturally we 
have a sales organization of about 27 men and 6 of these men are what 
we call tire experts—they have to be—to service these large wheel 
accounts that we sell. 

Naturally, if we cannot get enough tires from our suppliers, we 
will lose these men to other companies, and they cannot be replaced. 

Senator Gitterre. Do you handle a number of varieties of tires or 
do you handle them for one concern ? 

Mr. Picken. Do you mean purchases ? 

Senator Gittetre. No, from your source of supply. 

Mr. Picker. We handle Dayton tires, McCreary tires. On our 
off-the-road tires, which are big construction tires, we buy them from 

Goodrich. That is about all we get from Goodrich, sizes that our 
other suppliers do not make. 

| read this in the paper yesterday and would like to get cleared 
uponit. It is an article that appeared in the paper yesterday. Could 
| read just a paragraph of it, please ¢ 

Senator Gituerre. Certainly. 

Mr. Picken (reading) : 

Che tire industry will expand production of truck tires to keep the Nation's 
trucks on the road, Congress was told today. 

National Production Authority Administrator Manly Fleischmann said the 

ubber for more truck tires will be made available by cutting back deliveries 
of passenger car tires to automobile factories by 25 percent starting April 1. 

While the order will not require that this rubber go into truck tires, Fleisch- 

ann said he intends to see that the major rubber companies put it to that use. 


He said the Nation is in a difficult situation on truck tire output, and indicated 
the expansion would be considerable. 
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Mr. SHaver. Who is quoted there? Fleischmann / 

Mr. Picken. If they cut back passenger tire production 25 percent 
and use that rubber in truck tires—I do not know too much about the 
manufacture of tires, but it is my understanding that practically 80 
percent of your passenger tires are made out of synthetic rubber, and 
there has not been a truck tire made today of which I know, out of 
synthetics, that will run on these large trucks. It did not happen 
during the last war, unless there was a great proportion of crude 
rubber in the large truck tires. Therefore, | do not see where this 
article has any bearing on our needs now, which consist of large truck 
tires. 

We have expanded. We have a capping shop also, and due to the 
national emergency, 1 think a lot of other independent dealers have 
done the same thing. We have spent considerable amounts of money 
expanding our capping facilities to try to take care of the trucking 
needs, and it is my understanding also that camelback will be very 
short in the. next 2 or 3 months, which means that there is going to 
be a loss on large tires which we will not be able to cap. We have not 
had that difficulty as vet, but I anticipate that we will unless we can 
have more capping material and have the tires for these large truck- 
Ing accounts. 

Senator Ginterre. Thank you very much, Mr. Pickel, for your con- 
tribution. We appreciate it. 

Mr. Tom Murray of Los Angeles. Is Mr. Murray available? 

( No response. ) 

Mr. Suaver. I cannot help knowing and reading into the record 


the profits of the Big Four for 1950, ce Mr. Spencer's testimony. 
In the year 1950, Goodyear m: — $35.109.355: United States Rubber 


made $24.6 17.647: Firestone. 833.264 S61: Groodrich, $34,708,355. 
Senator Gitterre. That iisulicar the list of witnesses that we had 
scheduled for today. 


I am informed by the schedule that is laid before me that 10 wit- 


nesses are scheduled for tomorrow. Several have been here for a 
number of days and are anxious to testify and get away. 


l believe that we will try to start at 9:30 tomorrow morning, if 
you rubber men can get up earlier and we will have at least some of the 


Senators here. We will try to hear as many of you as possible so that 


you can get = home. 

We know that you are here at a considerable expense of time and 
money. While tha re is plenty of time for all of us, we are all short of 
money. 

The committee will rise oy reassemble at 9:30 tomorrow morning. 

(Whereupon, at 2:55 p. m., the committee recessed, to reconvene at 
9:30 a.m., Thursday, Mare h 29, 1951.) 
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THURSDAY, MARCH 29, 1951 


Unirrep STates SENATE. 
SUBCOMMITTEE ON RUBBER OF THE 
SELECT COMMITTEE ON SMALL BUSINESS. 
Washington, Pt. 

The subcommittee met, pursuant to recess, at 9:35 a.m. room 457, 
Senate Office Building, Washington, D. C., Hon. Guy M. Gillette 
(chairman of the subcommittee) presiding. 

Present : 

Also present : Mr. Shaver. 

Senator Gitterre. The subcommittee will come to order. The sub- 
committee meets today pursuant to its recess taken yesterday 
afternoon. 

The first witness to be called this morning is Mr. Thomas Robins, Jr. 

Mr. Robins. 


STATEMENT OF THOMAS ROBINS, JR., PRESIDENT, 
HEWITT-ROBINS, INC. 


Senator GitLerre. Your name is Thomas Robins, Jr. 

Mr. Rosins. My name is Thomas Robins, Jr., Senator. 

Senator GinLerre. You live where / 

Mr. Ronis. I live in Darien, Conn. We have two plants, one in 
Butfalo, N. Y., and one in Passaic, N. J. My office is in New York 
City. 

Senator Gitterre. What isthe name of your company ¢ 

Mr. Ronis. Hewitt-Robins, Inc. 

Senator Giuterre. It is a corporation. 

Mr. Rosins. That is right. 

Senator Gitterre. What is your oficial capacity / 

Mr. Ropins. President. I have been president for 16 years, 
senator. 

Senator Gitterre. This corporation owns two plants. 

Mr. Robins. Three. Two in Butlalo and one in Passaic, N. J. 

Senator GitLerre. In what line of business are they engaged / 

Mr. Ropins. | have a prepared statement, Senator, if ] may read it. 

Senator GiLtLerre. It covers that point ¢ 

Mr. Roptns. Yes, sir. 

Senator Gitterre. You may proceed, Mr. Robins, with your pre 
pared statement. 

Mr. Rosrns. | have been president of our company for 16 years, 
and I have been associated with the company for 52 vears. Our 
main business is the manufacture of industrial rubber products, prin 
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cipally belting and hose. One of our divisions manufactures con- 
veyor machinery which we sell in conjunction with our conveyor belt- 
ing. We also make other types of material-handling machinery. 
So far as I know, we are the only company in the world manufactur- 
ing both the machinery and the rubber belting on of con- 
veyor systems. We quite naturally consider our rubber products as 
machinery components. This applies equally to the hose we make. 
Drilling hose for the oil fields is an absolutely essential part of an 
oil- drilling rig. Welding hose and air hose are absolutely essential 
components of welding machines, drilling machines, and so forth. 
Everything we make of dry rubber isa machinery product. 

For the past 5 years we have also been engaged in the manufacture 
of foam latex rubber which is used for seating purposes in auto- 
mobiles and furniture, for bedding, and so forth. This part of our 
business like that of other liquid latex users is segregated in the 
thinking of the industry and Government authorities. It is, how- 
ever, a consumer product. We do not claim for it the degree of es- 
sentiality we know must have consideration as to the machinery 
products I have referred to, and we would expect and try to prepare 
for a considerable further curtailment of this business if it were 
deemed necessary by Government to bring about additional cut- 
backs in use of liquid latex. 

We have tried to prepare for this, in fact, by reentering the bullet- 
sealing fuel cell business in which we were an important factor 
during World War II. 

During the past 3 months I have acted as chairman of a small 
committee which has laid before the rubber division the following 
problem which has seriously affected the operation of 14 companies 
who do not make tires but who produce the hose and belting products 
of the machinery type. Available statistics of the Rubber Manu- 
facturers Association indicate that during the base period the busi- 
ness of these companies in these lines was seriously depressed. In 
fact, their production and sales were only about two-thirds of what 
they had been either during the previous 8 years or during the pre- 
vious 10 years. 

On the other hand, as it has been pointed out to you, the base- 
period business of the major companies in the tire industry and 
many other consumers-rubber-products producers was substantially 
better than the previous 3 years, or at least as good, and even more 
favorable by comparison with the previous 10 years. 

As a consequence, the base-period yardstock allocation to us put us 
at a very serious disadvantage and just at this time when the need 
for our products from the mines, the railroads, the steel plants, the 
power companies, is at higher levels than ever before. 

As I have said, I have presented these facts to Government au- 
thorities. We have no complaint at their failure to consider our 
presentation. At times it may have seemed that a solution should 
have been found more quickly but we are more than willing to 
recognize the tremendous pressure and other commitments of Messrs. 
Fleischmann, McCoy, Ireland, and Spencer. 

If, as we have been told, the April 1 order gives us extra rubber 
for DO-97, a major portion of our problem will be solved. How- 
ever, perhaps half of our business is for very essential new machinery 
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installations and the picture as to our right to produce on many of 
these orders is not yet clarified. 

Just prior to and through World War II we never had to face 
any of this problem. We were able to step up our production early 
in 1941 and throughout the war we ran at about 2.5 times our previous 
levels. 

I might add that during World War II, the manufacture of these 
products was allowed substantially without limit because they are 
single-purpose products and have no use except industrial use. There 
is liter rally aalkine you can do with a 1,000-foot conveyor belt ex- 
cept put it on a conveyor. You can use it for no frivolous or other 
purpose, 

We feel very strongly as I have indicated that no one in Govern- 
ment, in the Big Four, or anywhere else is to blame for our predica- 
ment these past 3 months, particularly in March. We do feel equally 
strongly that two important organizational steps must be taken at 
the earliest possible moment as to the so-called rubber industry prob- 
Jems. 

One, the Government must stop thinking of us as an industry. We 
are at least 20 or more distinctly separate ‘industries. While perhaps 
some grouping could be done, industry advisory committees should 
be set up by product groups. Even outside of tires a number of these 
groups are independently very sizable and very important to the 
economy. If you include the hose and belting production of the six 
tire companies, who also make hose and belting, with the 14 companies 
for whom I have been speaking, the segment I “have been talking about 
should be doing a business of about $200,000,000 a year, 

Two, the need for an Office Rubber Coordinator seeems obvious to 
us. I have been, for several years past, a member of the Industry 
Advisory Committee to the Department of Commerce—now the NPA 
Advisory Committee; also the Industry Advisory Committee to the 
Munitions Board. Also the committee which serves as advisory panel 
to the State Department delegate at the annual international rubber 
meetings. I am also on the Advisory Subcommittee to the RFC on 
GRS production problems. The comptroller of our company is on 
the buying committee at GSA. I mention this to point up to you the 
number of agencies with whom we have to deal and I regret to say, 
each independently of the other. 

I do not know an individual in the industry who, like myself, went 
through these same problems during World War II, who is not in 
favor of establishing a central office set-up, and between the lines of 
recent legislation it is apparent that Congress feels the same way about 
it. I will go further and say that in my opinion, if you can get one 
of the presidents or a vice president of the Big Four to accept the post 
you will get quick, effective, and entirely equitable handling of our 
major problems ; provided the segmental industry approach is put 
into effect with appropriate, competent representatives in the office 
of the coordinator for each segment or logical segment grouping. 

I would like to add here a few words: Yeste rday we heard of a man 
who manufactured electrician’s rubber gloves, as I recall it. I think 
he suggested there should be some kind of a committee within the 
rubber bureau to handle the small-company problems. The small 
companies are spread right across the board of all these 20 segments. 
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In my own opinion, if the segments were properly organized, the small 
companies would have in each segment, adequate representation. 

I cite the gentleman’s statement that, T believe, there were five manu- 
facturers of electricians * gloves. One of them was one of the Big Four 
and the others were smaller companies with 15 to 150 employees. 

In such a segmental representation the Big Four man would be out- 
numbered 4 to 1 so I think the little fellows would get their share of 
the glory. 

We were among those who advocated over a year ago—in February, 
to be exact—the reactivation of the idle synthetic rubber plants. Our 
labors did not bear fruit until August. 

During World War II our company had been one of the five con- 
stituent sponsoring companies which operated the 30,000-ton plant at 
Louisville. It was suggested that we organize a group of nontire 
companies to sponsor the reactivation of the same plant. Considering 
the fact that the plant represents an investment of about $7,000,000 
of the taxpayers’ money, we tried to get together, and I think we did 
get together a group fully competent to assume the responsibilities 
involved. Although I had felt that any number of partners greater 
than five would be somewhat unwieldy, a total of 10 companies in- 
cluding our own wanted to participate, so we set it up on the 10-com- 
pany basis. 

Each company put in $30,000 and agreed to put in an equal amount 
later, if the Government asked us to. We divided the various admin- 
istrative, personnel and technical responsibilities among us. 

The operating fees, which are estimated at $325,000 a year, will be 
split approximately equally between the 10 companies. After taxes, 
the return per company will be nominal in my opinion, proportionate 
to the work and responsibility we have assumed. 

Senator Gitterre. Let me interrupt you there. What was your 
purpose of this contribution of capital, $30,000 apiece ? 

Mr. Ronis. Working capital, Senator, to meet the payrolls. 

Senator Gitterre. The Government owned the plant and was fur- 
nishing all the facilities? 

Mr. Ropins. That is correct but we have to meet the payroll. 

Senator Gitterre. Would 10 companies putting in $30,000 apiece be 
adequate or needed to meet the payroll ? 

Mr. Rorrns. Yes, sir. Actually we do not like our bank balance to 
get down to nothing and you have a payroll of 400 people there and 
we meet the payroll and then the Government reimburses us and there 
Is Occasion: ally a del: ay of a few di ays. 

Senator Gitterre. How often does the Government reimburse you? 

Mr. Rorrys. I think it is not less frequently than weekly. They 
have no great problem about that. 

Senator Giiverre. If the Government is going to reimburse you 
within a week, you still need $300,000 to oper: ate? 

Mr. Rosrns. I think our experience during World War IT was that 
the minimum balance in the company that ran the plant then was about 
$175,000, Senator. Tmight say that during the reactivation period at 
Louisville, back in October, particularly, we had a payroll of $20,000 
a day there and we were actually going ahead with the reactivation 
work before we got detailed approval on each step by RFC because we 
thought it was of the essence to get that plant running, and with just 
the time and mail and telegrams and so on, we had to go right ahead 
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and spend our money. We later got the approvals but it was a good 
thing we had the $300,000 there. 

Senator Gitterre. I am going to ask you a question I asked of wit- 
nesseses yesterday: What was the objective or what was the induce- 
ment that should influence one of these companies to become a lessee, 
in effect, of the Government’s plant and put in that amount of money, 
when you say at the end of the time, the fees would soareety cover the 
operating expenses / 

Mr. Ronins. I would say, Senator, that in the over-all technica! de- 
velopment program of our company, looking ahead, every bit of know]- 
edge that we can acquire about synthetic rubber is important to us. 

Senator Gitterre. This isa p lant that you are running. ‘The plant 
is In Operation. 

Mr. Ronins. Yes, sir. 

Senator Ginterre. Were you doing research in connection wit! it? 

Mr. Ropins. There is a laboratory at the plant which we have 
manned, which is at the present time a quality control laboratory. We 
are in the process of applying to RFC rubber reserve for what is known 
as a research contract. 

There is a pilot plant adjacent to the Louisville plant which cost 
the Government $400,000 and that plant has been idle since 1947. 

Senator Gitterre. Then you are not doing much research. 

Mr. Ropins. As soon as we get the contract we will, Senator. We 
have had all we could do to get the main plant running. 

Senator Ginterre. Your job then was not research or development 
of the synthetic rubber program. If the Government had the plant 
in operation and you were leasing it and the research portion depe nded 
upon the estab lishment of a new $400,000 plant, for which you as yet 
do not have a contract, your ‘doom your main purpose, Was not then 
the research into the deve lopment of synthetic rubber, was it ¢ 

Mr. Rosins. Senator, I will try to explain it. 

Senator Gitterre, LT wish you would. 

Mr. Ropins. All of the Government-owned synthetic plant opera- 
tors and technical men participate in various industry-wide committee 
activities. There is the technical committee, the operators’ committee 
and so on. At the meeting, representatives from each of the plants 
are present. ‘They discuss the technical and research problems which 
are common across the board through all the synthetic plant industry. 

Although we have not yet got the pilot plant in operation, we will 
be doing research there, I think, within a few months. I might Say 
that we held up our request for a research contract until we began 
to produce rubber there which was in itself a m: jor job, to get a $7,- 
000,000 plant out of moth balls and running at capacity. 

Senator Gitterre. When did you start the operation of this plant? 


Mr. Rozins. I think if I may go back to my prepared statement I 
can answer that, Senator. 


Senator Gitterre. Proceed. 

Mr. Rosrns. I do not think a day was lost in handling the recondi- 
tioning and reactivating of the plant. Work started in mid-Septem- 
ber, within 10 days after we got the letter of intent. 

Senator Gutterre. What year? 

Mr. Ropins. 1950. And the plant has been c: apable of full operation 
since Jauary 19, 1951. woe month, in March, it has produced ap- 
proximately 2,800 tons, or 12 percent over the rated capacity. 
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Senator Gmterre. Let me interrupt you again. I do not like to 
interrupt you but I want to get this picture in the record. 

This particular plant is located in Louisville? 

Mr. Rorrns. Louisville, Ky. ; yes, sir. 

Senator Giterre. How long has it been in moth balls? 

Mr. Rosrns. Since the summer of 1947. 

Senator Gitterrr. Then these people took over in 1950? 

Mr. Rosrns. That is right. 

Senator Gruterre. It had been in moth balls, then, for over 3 years? 

Mr. Rossrns. That is correct. 

Senator Gittetre. It was producing nothing? 

Mr. Rosrns. That is right. 

Senator Gitterre. And it has been under the control of the RFC 
during that time? 

Mr. Rosrns. That is right. 

Senator Gitterre. Where was the motivation or the genesis of the 
move for your group to take this over ? 

Mr. Roprns. As I said, Senator—as a matter of fact, as a member 
of the security rubber policy committee of the Rubber Manufacturers 
Association, back in February we had started pressing for reactiva- 
tion of these idle plants. In the course of those meetings there were 
discussions as to tho would operate the-various plants. 

In August when it appeared after a meeting with Mr. Symington 
that Louisville would be reactivated, it was suggested to me by Mr. 
Viles of the rubber association—well, I had been vice chairman of the 
Board of National Synthetic which ran that same plant during the 
last war, that I should talk to some logical companies and get together 


this group. A number of companies had spoken to Mr. Viles, had: 


approached the RFC, and expressed interest in getting into the pro- 
gram. 

Senator Gitterrr. Then there was general feeling in the industry 
that it was necessary to have an additional supply of synthetic rubber ¢ 

Mr. Rozrns. Absolutely. 

Senator Gitterre. And because of the fact that these plants had 
been allowed to stay idle for this length of time, there was a shortage— 
not only then, but in anticipation of ‘the supply of synthetic rubber / 

Mr. Rosrys. That is right. 

Senator Gitterre. During the period has the supply of natural rub- 
ber been increased in availability ? 

Mr. Rosrns. I think our natural rubber imports, Senator, were run- 
ning at record levels but a major portion thereof was going into the 
stockpile so that the amount available to industry was shrinking dur- 
ing the months immediately after Korea, July, August, and in there. 

Senator Giuerre. And ‘during all this time there was no apparent 
concern, neither in the RFC nor the industry, as to the development of 
the synthetic rubber program ? 

Mr. Rosrns. Senator, I assume that available to you are the minutes 
of a meeting of the Munitions Board Advisory Committee held on 
July 25, 1950. If those minutes are complete they will record state- 
ments by Mr. Tisdale and several others in the industry urging the 
immediate reactivation of the idle plants and the fact that many objec- 
tions were raised thereto. 

Senator Gitterre. Many objections were raised ? 
Mr. Rosrns. To the immediate reactivation. 





< 
‘ 
§ 
: 
* 


Ac ie Na TA SSRN ag 











we 


f 








RUBBER SURVEY 219 


Senator Gitterre. Do you recall from your own memory what 
objections were presented / 

Mr. Rosrns. Shortages of butadiene. A high price for butadiene. 
Shortages of styrene. Those are three that I recall offhand, Senator. 

Senator Guterre. Those resources come, of course, from the petro- 
leum industry, at the present time ¢ 

Mr. Rostns. Yes, sir. 

Senator Gitierre. Do you recall who interposed those objections ¢ 

Mr. Rosrns. I would hesitate to do that, Senator. I am quite sure 
the minutes would be available to your committee. 

Senator Gitterre. I am sure we can get them but I doubt very 
much if the minutes would show who interposed objections, in the 
discussion that was held. I doubt that very much. 

Mr. Rogrns. I think other witnesses who are scheduled to follow me 
will bear out what I have said about the conversation at that July 25 
meeting. 

Senator Guttetre. I do not want to labor this thing at this time, 
but to me it is a matter of great concern that for a period of three 
or more years before 1950 that these synthetic rubber plants in which 
the Government had millions of dollars invested, and which could 
have been utilizing not only the agricultural source but the petroleum 
source in the production of but: idiene for these plants to turn them 
into synthetic rubber, were allowed to stay unused and deteriorate as 
they must have deteriorated in that period of time. 

That was not until some of you people in the latter part of 1950 
started an agitation that there was even an attempt to reactivate the 

plant, let alone to continue research exc ept as was done in your own 
lahoumsor! ies. It is something of concern. Somebody is going to have 
to answer for it. If we had that supply of rubber available; in view 
of the fact that we are stockpiling natural rubber; in view of the 
fact that that supply may well be cut off; in view of the fact that we 
are paying a premium price for the rubber, it is a sad commentary on 
the part of governmental agencies and perhaps some segments of 
industry that ‘these sources of rubber were allowed to lie dormant, and 
worse than that, to deteriorate. 

Mr. Rosrns. That is correct, Senator. 

Senator Gruterre. All right, proceed. 

Mr. Rosrns. I just pointed out that in March the production at _ 
Louisville plant was 2,800 tons or about 12 percent above rated cz 
pacity. We would have done even better had it not been for the 
butadiene situation, resulting from the Kobuta fire. We were actually 
running at a rate which would have produced about 3,100 tons in 
March. 

[ think you will be interested to know that all of the Big Four in 
late August said they would be glad to help us in any way we asked 
to get the Louisville plant running. For various reasons we asked 
Firestone to handle the whole reactivation arrangement as a sub- 
contractor to us. They threw in a group of skilled men to get the 
plant out of mothballs while we assembled and trained an operating 
staff of approximately 400, including about 60 skilled technicians and 
supervisory employees in various categories. It would have been very 
difficult, if not impossible, for us to ‘have handled conc urrently the 
demothballing and the organization phase, without Firestone’s help. 
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I think you could say that this cooperative set-up has produced 
about three or four thousand tons of GRS already, which would still 
have been conversation instead of rubber without it. 

Firestone finished their work in late January and since then the 
operation has been entirely that of the 10-company syndicate. 

As to stockpile policy, I want to add our recommendation to that 
of others who have spoken here. It is my understanding that NPA 
has just received a report from an industry task group who have 
reexamined long-range natural-rubber requirements in the light of 
recent technical developments in the use of substantially increased 
portions of GRS in he: avy-truc k tires. 

Obviously, such determination by industry experts may well indi- 
cate a major change in total stoc ‘kpile objectives. Such a change 
would, in turn, give NPA an opportunity to promptly handle the many 
hardship cases before it. 

Furthermore, we want to emphasize the obvious point that rubber 
in a conveyor belt or a truck tire, or an oil well drilling part, or any 
other essential product, is just as valuable to the mobilization program, 
if not more so, than rubber in a warehouse. 

I have one other point. And here, again, we agree with many 
others: It does not seem in any way equitable for the Government 
to charge us 66 cents a pound for rubber when its true average cost 
is a very substantially lesser figure. Perhaps this view is based on 
ignorance in that we have not appreciated that the stockpile program 
was to be used by Government as a source of added revenue. 

Senator Gitterre. You are talking about natural rubber? 

Mr. Roprns. Natural rubber; yes, sir. 

We greatly appreciate the opportunity you have given us to state 
our views on these complex problems as to which we feel sure you 
will recommend solutions equitable to companies of all sizes, and 
entirely in the interest of the defense effort. 

Mr. Su wer. Do you anticipate that Special Order 97 will help you 

Mr. Rosrns. It will he ‘Ip us but it will not entirely solve our problem. 

Mr. Suaver. I appreciate very much, Mr. Robins, your statement 
about the cooperation of the Big Four, and I think it is absolutely 
true that they have in all instances cooperated with the smaller com- 
panies in the participation and operation of these synthetic plants, 
but I ask you this one question: Do you feel that other qualified small 
rubber companies should be permitted the opportunity also to partici- 
pate in the operation of these plants to gain this technical know-how / 

Mr. Rorins. Yes, do. In our case, every company who approached 
me and who was a nontire company was included in this group. 

I think there might be some argument on certain phases of that 
problem. 

One of these plants is a $7 million investment as a minimum. It is 
a highly explosive and dangerous operation. 

Mr. Suaver. I understand that. 

I think in most instances, over five would prove to be cumbersome. 
But in most instances the large companies have been taking in one. Do 
you know how those have been working out ? 

Mr. Rogrns. No, I do not. 

Mr. Suaver. Is it general knowledge in the industry as to how they 
have been participating ? 
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Mr. Rosrns. Well, it has just started, I believe, in the last few 
months, Mr. Shaver. I would not feel qualified to comment on that. 

Mr. Suaver. In your July 25 meeting at the Munitions Board, did 
any Government agency indicate the staff of this committee had on 
June 29, 1950, urged the reactivation of these synthetic rubber plants ¢ 
Do you recall that being stated in that meeting / 

Mr. Roxins. I do not recall it frankly, but it might have been and 
1 could have missed it. 

Mr. Suaver. Do you recall that the statf of this committee at that 
same time—was there brought up that the staff urged participation of 
these small rubber companies in the operation of these synthetic 
plants¢ Was that brought up? 

Mr. Roprns. | do not believe it was, Mr. Shaver. I do not believe 
that was part of the subject matter of the meeting, as I recall it. 

Mr. Suaver. You do not recall either question that I asked being 

brought up in this July 25 meeting, which was a month following the 
meeting of the staff ot this committee with the Government agencies 
nvolved / 

Mr. Rozins. To my own recollection, I do not. I may be completely 
wrong. 

Senator Tire (presiding). Our next witness is Robert W. Riddel 
of the Auburn Rubber Co. 


STATEMENT OF ROBERT W. RIDDEL, AUBURN RUBBER CO., 
AUBURN, IND. 


Senator Tuyr. You are Mr. Robert W. Riddel of the Auburn Rub- 


ber Co., Auburn, Ind. ? 

Mr. Ripper. Yes, sir. 

Senator THyr. Do you have a prepared statement or do you just 
wish to present informally ¢ 

Mr. Rippe.. I am here to answer questions or give any information 
I can give. 

Senator Tuyre. What are your problems ? 

Mr. Ripper. Well, we are like any other small company; we are 
seeking to get sufficient rubber. The only thing I can say is we have 
been treated very courteously and very fairly from start to finish from 
the first time we applied to RFC, and also when Mr. Glen had charge 
of the Rubber Division in the Department of Commerce, and also 
while Mr. Spencer has been in charge. Naturally, we have not had 
all the rubber we need or would like to have. 

Senator Toye. What do you manufacture, Mr. Riddel ? 

Mr. Rippen. We have two plants; one at Auburn, Ind., and one at 
Connellsville, Pa. At our Auburn, Ind., plant, it is practically 90 
percent production no nuclear-type soling cieaie for the shoe manu- 
facturing industry. In addition, we have some Government con- 
tracts on different items, 

Senator Tuyr. What percent of your raw rubber have you been 
receiv ing now under the regulation / 

Mr. Ripper. Our base period allotment of total rubber was one- 
hundred-eighty-thousand-and-some-odd pounds. We anticipated 
shortage and difficulty in obtaining all the rubber we wanted so 

re wanted to cooperate in every manner we could, so we spent quite 

bit of money on research in trying to remove from our products 
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as much as possible any natural rubber, or synthetic rubber that we 
could, and substitute reclaimed rubber. 

We did that and in addition to that we dropped from our line several 
items like balls and household mats which took natural rubber. We 
dropped those entirely from our line so we could conserve what 
rubber we were allowed to put in this other line of goods. 

Consequently, we have been able to operate at a minimum by con- 
tinually trying to get all the rubber we could. We have been able 
to operate and add defense business to take up the slack. 

Actually, we are progressing all right. We need more rubber; 
we do need it and we will continue to try to get additional quantities. 

We feel we have been treated fairly by all branches of the Rubber 
Division, the RFC, and the Department of Commerce, both at the 
present time and from the start of this rubber-allocation program. 

, Senator Torr. Do you have any questions? 
Mr. Suaver. I have no questions. 
Senator Tuyr. Thank you, sir, for your statement. 


Mr. J. F. McCann, Dunlop Tire & Rubber Co., Buffalo, N. Y. 


STATEMENT OF J. F. McCANN, DUNLOP TIRE & RUBBER C0O., 
BUFFALO, N. Y. 


Senator Tuyr. Will you state who you are, Mr. McCann, and the 
tire company that you represent ¢ 

Mr. McCann. My name is J. F. McCann. T am assistant treasurer 
of the Dunlop Tire & Rubber Corp., Buffalo, N. Y. 

Senator Tuyr. Have you a prepared statement ? 

Mr. McCann. No, sir. I have a couple of memorandums I would 
like to read into the record later on. 

Senator Ture. All right, you may proceed. 

Mr. McCann. The first thing I would like to talk about is the 
unfairness of the base period to our operations. 

During the base period we lost our largest and best customer. I do 
not mind telling you who it was: it was Sears, Roebuck & Co. They 
withdrew on us overnight. The result of that was that we were 
operating during the base period at about 50 percent ae our normal 
operations. During that period we worked thirty-five 4-day weeks. 
Along with losing our best customer, we were in a highly competitive 
market when some of the larger companies were selling a $9.95 tire 
with which we could not possibly hope to compete. 

To substantiate the fact that that base period was unfair to us, 
I just take our profits for the years 1939 to 1948. After taxes they 
averaged $982,000 a year. During the year 1949, we lost. $1,065,000. 
KF ortunately, during that period our good friends, the Firestone Tire 
& Rubber Co., asked us to make approximately a quarter of a million 
tires and tubes for them, or else our operations and our loss would 
have been at a different level. 

After the base period was established last August, we saw that it 
would be hopeless for us to try to operate with the amount of rubber 
that would be available under the then current rubber order, so we 
filed an appeal with the Department of Commerce and we were granted 
1,260 tons of new rubber per month. We continued operating until 
March 1 at about 65 percent of our capacity. Inc identally, our 
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( apacity is approximately 50,000 tires a week—13,000 truck tires and 
37.000 passenger-car tires. 

We never could get the 1,260 tons of rubber. We were always short 
in the synthetic. Then I heard here the other day that there was no 
change in policy, but all of a sudden on February 23, we were cut 
back over 50 percent to 627 tons per month. 

Incidentally, on page 2 of the operating instructions, this was very 
humorous tome. It says: “In the review for each company all sources 
of data and information shall be resorted to. It would be quite all 
right in appropiate circumstances to get im touch with the company 
for clarification or further information.” 

[ am talking now about where they go through their cut-back pro- 
cedure. I should think any company cut back over 50 percent should 
at least have been consulted to find out whether or not their appeal 
Was genuine. 

We went along feeling we were going out of business momentarily. 
I brought Mr. Germain, the president of the c ompany, down here to see 
Mr. Spencer and we were given a 15-percent increase, which brought 
our monthly allocation up to 721 tonsa month. However, these alloca- 
tions do not mean that you are going to get rubber. It is official 
looking and all that and it tells what your base period is and there 
is a procedure for working out your allocation, but you just do not get 
the rubber. I do not know why. 

In the month of December, we were short 231,975 pounds of syn- 
thetic rubber. In January, we were short 343,566 pounds. In Feb- 
ruary, we were short 610,103 pounds. In March, 175,266 pounds. In 
the last 4 months we have been shorted 1,360,910 pounds of synthetic 
rubber, and believe me, with such a reduced base it really makes it very 
difficult to go ahead. 

Senator Tuyr. You say you are unable to find the rubber, even 
though you have been given a higher allocation or a 15-percent increase 
on your allocation. 

Do you mean that when you go to the Federal ageney with the 
authorization, they will not allow you to purchase the rubber ? 

Mr. McCann. Let me tell you what the procedure is. As I under- 
stand it, the Rubber Division takes the total base and they apply to 
that the ratio of rubber that is available and then they issue permits 
to the RFC, or Rubber Reserve Board, and based on that you get your 
share of the available rubber. 

Now, your allocation is meaningless. It only gives you a base, if 
you get a high enough allocation, to get more of the available rubber. 

Senator Ture. It gives you a hunting price. If you find it you can 
have it, but if you do not, you are still hunting. 

Mr. McCann. That is right. 

As a result of that, this week our entire tire and tube division is 
closed down. There are 816 employees not working this week. 

Our production, according to our figures, is about 46 percent of the 
capacity, while the industry, ap parently, is operating at 79 percent. 
Now, we cannot understand that. Why should there be a 33- percent 
difference in our operations and somebody else’s? I think we are en- 
titled to a fair share of rubber. We want no more than our fair share. 

This thing is almost a repetition of what went on in World War IT. 
Our industrial relatjons manager has written a couple of memoran- 
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dums. One is entitled “The Manpower Situation,” and the other, 
“The Effect on Labor Relations.” If you will permit me, I would like 
to read those. 

Senator Tryr. You may. 

Mr. McCann. The Dunlop Tire & Rubber Corp. is located in a 
highly diversified industrial area including large operations of Bethle- 
hem and Republic Steel, Bell Aircraft, Westinghouse Electric, Ford 
Motor, Chevrolet motor and axle division, du Pont, American Brass, 
Sylvania Electric, Western Electric Corp., and a preponderance of 
foundry and steel-fabricating plants. 

The area has a tight manpower situation at this time as evidenced 
by the latest report of the New York State Department of Labor which 
shows average weekly hours worked by production workers in the 
Buffalo area at 42.2. In other words, the manpower shortage has 
already forced overtime operations to meet defense and civilian “needs, 

The shut-down of the tire and tube division of the Dunlop Tire 
& Rubber Corp. during the week of March 26, involving 816 employees 
due to lack of rubber, will, without questiton, mean that the company 
will lose some of its manpower in this highly competitive labor mar- 
ket. The uncertainty of the coming months will influence some of 
our trained and experienced people to seek a “sure thing” in other 
plants in the area where there has been no curtailment whatsoever due 
to shortages of steel, copper, aluminum, or other materials. 

Many of our long-service employees, remembering the chaos of 1941 
and early 1942. have stated frankly that they will seek other employ- 
ment where full employment is assured rather than experience the 
uncertainty and lack of security of that period again. 

Evidence at this time indicates that the company will shortly have 
to reduce its force due to the shortage of rubber and that the experience 
of World War II is about to be repeated, namely, losing valuable man- 
power who a few months hence will be needed either to produce de- 
fense orders or, if the war situation should ease, to allow the company 
to live in a highly competitive civilian market. 

During World War II the company, after a severe loss of manpower, 
made no progress whatsoever in the critical heavy-duty-tire program 
until the armed services released some 75 experienced men and assigned 
them to this plant in uniform. Experience has clearly indicated that 
once this manpower is lost there is no hope of recovering it under a 
heavy war or defense production economy. Plainly speaking, when 
the defense production of tires is needed, the manpower will not be 
here to do the job. 

The problem referred to above, although common to the tire and 
tube industry, is much more acute in the case of the Dunlop Tire & 
Rubber Corp. because of its location in a highly diversified industrial 
area where many companies already are engaged i in the production of 
defense orders. This differs substantially from the Akron, Ohio, 
situation where the rubber industry is predominant and manpower. 
idled by the rubber shortage, must leave the area to seek other em- 
ployment. 

The other memorandum is entitled “Effect on Labor Relations.” 

The current rubber shortage has affected directly favorable relation- 
ships between the Dunlop Tire & Rubber Corp. and its employees as 
represented by the United Rubber, Cork, Linoleum and Plastic 
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Workers of America. The union leadership faced with the week’s 
shut-down, March 26, involving 816 of its members in the tire and 
tube division due to lack of rubber supplies and under verbal fire from 
its members, immediately blamed management for the loss of a week’s 
work. Although fully informed by the company of the known facts 
in respect to Government stoc kpiling policy, union leadership at the 
local level could not convince its members of the relationship of Gov- 
ernment to the entire situation, particularly when the Buffalo area 
is booming and friends and relatives employed in other industries are 
working full hours with no curtailments from material shortages. 

The shut-down situation was aggravated considerably also by the 
continued operation during the week of March 26 of the foam-rubber 
division, latex foam, where most of the employees have much shorter 
service than those in the tire and tube division. Latex allotments per- 
mitted operations for the balance of the month. Statistically, there are 
334 employees with over 10 years’ service and G14 employees with over 
5 years’ service in our tire and tube division. Faced with the problem 
of long-service employees off without work for a week and shorter- 
service employees working, the union threatened to shut down the 
foam-rubber division for the week also. This did not happen but the 
fact that such strike action was threatened in a plant with a history of 
never having had a strike and 28 years of favorable labor relations 
indicates the effect of uncertainty and insecurity on the minds of em- 
ployees and union leadership, the cause of which neither the company 
nor the union can do anything about. 

The reduction of manpower mentioned in the report on the man- 
power situation at Dunlop will become a necessity through union pres- 
sure, although the joint labor-management agreement provides for 
a reduction of hours before lay-offs. Neither the company nor the 
union could, in the face of full working-hour schedules generally pre 
vailing in the area, agree to a “spread the work” policy at this time. 
\doption of such a policy would cause even a greater loss of manpower 
than a straight force reduction to keep working hours up to 40 per 
week to produce the finished product under present rubber allotments. 

The effect of uncertainty and insecurity and the inability of man- 
agement to make any reasonable forecast. which was the state of affairs 
in late 1941 and early 1942 was the basic reason for the unionization 
of this company. Union promises of influence in Washington in 
a to materials caused well-established, long-service people to seek 

“haven in the storm” because they felt that management had failed 
to provide the materials with which to work. 

A parallel situation exists today. Management can give no assur- 
ance to the union as to what working schedules will be in the next few 
months, the union has no answer to its membe oR and an employee 
group of long-service employees are again faced with uncertainty 
with the consequent pressure on the union to do something about it. 
This state of mind naturally has caused the union to take action in 
the only direction that it can and that is in the field of grievances and 
thre; ifs, 

The certain loss of membership and the loss of face because of no 
logical explanation to its membership as to why there is a rubber 
shortage in spite of the glowing press a on the great output of 
the synthetic rubber industry has further aggravated the union. 





226 RUBBER SURVEY 


The facts are that long-established, favorable management-em- 
ployee relationships in this company are rapidly deteriorating because 
there is not sufficient rubber to keep the company and its employees 
working at a reasonable percentage of capacity. 

The point is that people are not going to work in a dying industry 
in such a highly diversified area where they can go to work and work 
full time. 

We may have to close down 10 days in April instead of 7. There 
has been a lot said here about truck tires. Mr. Germain, the presi- 
dent of our company, wrote to Mr. Spencer under date of March 9 and 
I would like to read one paragraph of this letter. 


Another thought has been going through my mind that has probably been 
already considered and rejected by you, but I will state it anyway. In the 
event we do have all our preparation, we all need our truck tire building opera- 
tion kept in contact. These larger sizes are heavily compounded in natural 
rubber. It would not seem to us to be wasting any of the stockpile if we were 
all allowed to run some excess production the sizes 900 and up, with the stipula- 
tion that the excess of the amount of formal permits would be carried by the 
manufacturer in a not-for-sale inventory, these to be reported regularly to some- 
one in your office. Something of that nature would keep the organization going 
and would keep the rubber under Government control. The only draw-back 
that I can see would be from the manufacturer's angle in that he would be carry- 
ing an inventory at his own risk made from 60 percent rubber at a time when 
rubber might collapse. For the national geod, however, this seems to be less of 
a worry than to have to lay off these big tire builders. 

Under date of March 15, Mr. Spencer acknowledged this letter to 
Mr. Germain and I would like to read one paragr aph | from his letter. 

With respect to the possibility of building heavy truck tires in excess of the 
quantity for which materials are presently made available to the industry for 

regular distribution, there is considerable merit to your suggestion. On the 
other hand, with natural rubber prices dropping, it is doubtful if private enter- 
prise would wish to build up a reserve of heavy truck tires with 60 percent rubber 
and I am sure the Government would not be willing to underwrite any possible 
losses that might be felt as a result of the accumulation of inventory. We are 
greatly concerned over this problem, however, and are giving it every considera- 
*ion at the present time. 
We did not want the Government to underwrite the inventory we 
would accumulate. We specifically stated we would take the risk in 
the rubber price. 

I would like to offer a few suggestions, if they are in order. 

Senator Tuyr. You may, sir. 

Mr. McCann. There is one thing I would like to suggest, that 
some immediate relief be provided, if it is possible. What I would 
suggest is that 15,000 tons of rubber be made available for distribution 
in the month of April, 10,000 tons to be distributed over the industry 
with 5,000 tons held in reserve for hardship cases. There is no ques- 
tion but what there are severe hardship cases. Companies are suffer- 
ing financial losses that are terrific. 

Not only is the company suffering a terrific financial loss, but. the 
help is suffering and suffering terribly. I know that a lot of these 
people have committed themselves to the purchase of television sets 
and automobiles. 

Senator Tuyr. A family cannot live under the uncertainty of 
whether they get 1 or 2 days this week and they may not get but 1 or 
2 days next ‘week; they just cannot live under that uncertainty. We 
are critically short in some areas of manpower and therefore we 


must balance it out so that the industries that you are engaged in or 
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that you represent will have the supplies coming through uniformly. 
That is what we are endeavoring here, in a complete » study of the 
over-all problem and then we will sit down with those who have the 
responsibility of allocation and see if we cannot work out a system here 
that would keep your industry, as well as that of your ‘associates, 
moving along in a uniform manner. 

Mr. McCann. Now, I have a couple of other suggestions if they 
ure in order. 

One is that when you get an allocation of rubber, I think that some 
effort should be made to tie in the actual amount of rubber that you 
are going to get with the allocation, because it is certainly hard to 
plan a business on a piece of paper and then next week or the week 
after find out that 20,000 means 8,000, or 12,000, or some other figure. 

I mean you just cannot go along that way indefinitely. You must 
have something concrete upon which to work. 

[ have one other suggestion, and I am talking now about the tire- 
and-tube industry. A base period should be made on a selective basis. 
For instance, 1947 and 1948. It seems those were very normal years. 
Everybody was happy and everybody was making money. If that 
is not. possible, I suggest that any appeals board which really is an 
appeals board—that is, if we are going to stick to this present base 
period—be established, with a right of review. 

At the present time you do not have any workable way of reviewing 
acase. Once decision 1s made, that is it and it is final. 

Now, you know you can go to any court in the land and if you do 
not like the decision rendered in that court you can go to the next 
higher one. I say that we should be availed of some such plan in the 
allocation of this rubber so that when there is an unfair allocation 
made or an unjust allocation that there is some means of seeking 
redress. At the present time there is not. I mean the decision is 
made and the cards are stacked against you and you are just licked; 
that is all. 

Senator Tuyr. Do you have any questions, counsel ? 

Mr. Suaver. What was your adjusted-appeal base following Aug- 
ust 1950 ¢ 

Mr. McCann. We applied for and were granted 1,260 long tons 
of rubber per month. 

Mr. Suaver. On February 19, what was the reduction ? 

Mr. McCann. We were reduced to 627 tons per month. 

Mr. Suaver. What percentage / 

Mr. McCann. It is a little better than 50 percent. 

Mr. Suaver. Were you then given relief on that 627 tons? 

Mr. McCann. We were given a 15-percent increase, 94 tons, bringing 
it up to 721 tons a month. 

Mr. Suaver. So that you could then operate at what percentage of 
capacity of your plant é 

Mr. McCann. Well, right now we are operating at about 46 percent 
of capacity because the allocation does not mean that you get the 
rubber, so we are actually operating at 46 percent of our capacity. 

_ Mr. Suaver. When you applied for an adjustment you were granted 

21 tons per month, and if you appeal from that ruling who decides 
the appeal ¢ 


Mr. McCann. We did not appeal from that. 
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Mr. Suaver. If you do appeal, who would decide the appeal ? 

Mr. McCann. That I do not know. We have not gone through 
that process. I suppose you would resubmit your appeal and go 
through the same procedure again. 

Mr. Suaver. In other words, the same person would decide the 
appeal who gave you the basis in the first instance ? 

Mr. McCann. That would be my understanding. I do not know 
otherwise. 

Mr. Suaver. You mentioned something about your president, and 
this statement of possible relief for the industry. Did he attend this 
advisory committee meeting last Friday ? 

Mr. McCann. He did. ; 

Mr. Suaver. Were you present with him? j 

Mr. McCann. No; I was not with him. 

Mr. Saver. Do you know whether he made any statement to the 
committee with regard to this proposed relief ? 

Mr. McCann. I understand that he did. In fact, the same thing 
I repeated here this morning. 

Mr. Saver. Mr. McCann we have heard Government witnesses : 
testify here that financial hardship is not a ground for an appeal on 
a hardship basis. 

Mr. McCann. That is right. 

Mr. Saver. What is your feeling about that? 

Mr. McCann. I can only say your Defense Production Act mentions 
a normal period of operations and it certainly was not a normal period 
of operations for us and I cannot see how anybody can ignore an 
appeal founded on financial hardship. 

If you operated over a period of years with a financial hardship you 
would soon be out of business, so that is not a normal operation. 

When you have 10 years in a row where you make money and 
average almost $1 million profit and then you turn around and have 
1 year that is bad and that year is selected as a base period, it cer- 
tainly would work to your detriment. 

Mr. Suaver. Then you are precluded from using the other years 
as a basis for your hardship, based upon the February 19 level? 

Mr. McCann. That is right. 

Senator Tuyr. The next witness is Mr. Roy C. Neeley 
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STATEMENT OF ROY C. NEELEY, PRESIDENT, THE FRANK G. 
SCHENUIT RUBBER CO., BALTIMORE, MD. 


Mr. Neriey. My name is Roy C. Neeley. I am president of the 
Frank G. Schenuit Rubber Co., Baltimore, Md. 

I have a prepared statement here that I would like to read. 

The Frank G. Schenuit Rubber Co., of Baltimore, Md., in normal 
times employs between 265 and 275 production employees. 

Because of the cut-back in our rubber allocation for the month of 
March, we recently furloughed 17 percent of our employees. 

Mr. Suaver. Mr. Neeley, would you speak just a little louder so 
that we can all hear you, sir, please ? 

Mr. Neerry. Yes, sir. 

Although we fully appreciate the need for conservation and the | 
necessity for effective utilization of new rubber. we question the *>ir 
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ness of the determination by NPA to allocate rubber strictly on the 
basis of consumption during the base period ending June 380, 1950. 

The consumption figure for our company during the base period 
was low because of conditions existing in the replacement tire busi- 
ness at that time. Under the allocation system in effect at NPA now, 
no adequate provision is made for adjustments necessary for the 
continuance of our company’s operations on a basis that anywhere 
near approaches the favorable position of some of the larger com 
panies. 

One of the things that disturbs us most is the Imminent possibility 
of losing some of our best customers. In this regard we are finding 
it necessary to ration tires to our older customers in order to keep 
them. 

One case in particular causes us very much concern and we feel 
that the committee should know of it. The case involves a very 
substantial customer to whom we have sold tires for the past several 
ye ars. We manufacture tires in our plant for this customer in molds 
belonging to the customer and whic r were shipped to our plant for 
that purpose. On February 23, 1951, after our rubber allocation had 
been cut back by NPA and it appeared that we would be unable to 
fill the orders of this customer, we were instructed to transfer the 
molds to one of the large rubber company’s plant because the cus- 
tomer understood that this major company had had sufficient rubbet 
allocated to it by NPA to service the account and could do so with no 
trouble at all. 

We requested a grace period before ship ping the molds to give us 
time to find out whether it was possible to get an additional allotment 
of rubber. We were given permission by the Rubber Division to 
transfer part of our new rubber allotment for March from one grade 
to another, but our total allowable new rubber was not increased. 
By so doing we were able to balance our production at least tempo- 
I arily and keep the larger company from taking one of our valued 
customers at this time. How much longer we will be able to hold 
on is a matter of pure speculation, 

The fact that one of the large rubber companies was, and is, in a 
position to manufacture the same item that we have manufactured for 
a customer for several years and is in a position to take our customer at 
i time we are finding’ it very difficult to get sufficient rubber to operate 
ona break-even basis, indicates that the change back to the old original 
DUse period basis benefits rome companies unduly while others, CS- 
pecially smaller businesses, are penalized. 

We sincerely believe that NPA should establish a fair basis of 
location so that all rubber manufacturers, large and small, will be 
called upon to share the burden of cut-back equally. 

Senator Tuyr. What do you manufacture / 

Mr. Neetey. Pneumatic tires and tubes. 

Senator Taye. That is all? 

Mr. Nerney. That is about 95 percent of our business. 

Senator Tuyr. Any questions ? 

Mr. Suaver. What was your allocation for the last quarter of 19504 

Mr. Neevey. The last quarter 

Mr. Suaver. Yes. 

Mr. Nertry. I am SOrTy, I do not have those figures, 
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Mr. Suaver. Do you recall whether the February 19 letter con- 
stituted a drastic cut-back ? 

Mr. Nreevey. I would say it is in the neighborhood of 40 percent. 

Mr. Suaver. A 40-percent cut-back ¢ 

Mr. Nee.ry. Yes, sir. 

Mr. Suaver. Now, Mr. Neeley, who instructed you to transfer these 
molds ? 

Mr. Neetry. I beg your pardon? 

Mr. Suaver. Who instructed you to transfer these molds ? 

Mr. Neetey. Our customer. 

Mr. Suaver. Do you have any objection to listing the name of the 
customer ¢ 

Mr. Nreevey. No; it was Montgomery Ward & Co. 

Senator Tuyr. The company owns the molds and you just do the 
casting ? 

Mr. Neevry. That is right. 

Senator Torr. And the customer was fearful that you could not 
continue to supply him the tire and he had assurance from some other 
firm that they would mold all the tires they needed, provided he would 
deliver his molds to that other company ¢ 

Mr. Neevey. He was not fearful. We were only delivering half 
of his requirements. He ordered the molds removed. 

Senator Tuyr. Now, you may proceed with the answer to the ques- 
tion that was directed to you about who ordered the molds delivered. 

Mr. Suaver. Who instructed you to transfer the molds? You an- 
swered the customer and I asked you if you had any objection to nam- 
ing that customer. 

Mr. Neevry. The man in charge of the tire production of Mont- 
gomery Ward. 

Mr. SuHaver. Montgomery Ward in Baltimore? 

Mr. Nreevey. Mr. Dyer, I think is his name. 

Mr. Suaver. To whom were you instructed to deliver the molds ? 

Mr. Nrevey. To the United States Rubber Co. 

Mr. Suaver. Do you have any documentary proof that you can 
place in the record, Mr. Neeley, of the instructions received from 
Montgomery Ward? 

Mr. Neevey. This is an order from Montgomery Ward signed by 
Fred L. Dyer, to ship two molds. 

Mr. Suaver. To ship two molds? 

Mr. Neevry. Yes. 

Mr. Suaver. To United States Rubber, is that correct ? 

Mr. Neevry. That is right. 

Mr. Suaver. In other words, the feeling was that the United States 
Rubber Co. had no difficulty in getting an allocation of rubber to even 
go out and get the business of other rubber companies, is that correct? 

Mr. Neetry. I do not know. Apparently they had the rubber. 

Mr. Saver. And could deliver to Montgomery Ward? 

Mr. Negetry. That is right. 

Mr. Suaver. That is all. 

Senator Tuyr. Thank you, Mr. Neeley. 

Mr. Skinner. 
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STATEMENT OF E. T. SKINNER, SKINNER BROS. RUBBER CO., 
DALLAS, TEX. 


Senator Tyr. Mr. Skinner, will you state who you are and whom 
you represent ¢ 

Mr. SKINNER. Yes, sir. 

My name is Edward 'T. Skinner and I represent the Skinner Bros. 
Rubber Co., Dallas, Tex. 

Senator Tuye, Have a chair and proceed. Do you have a prepared 
statement / 

Mr. SKINNER. Yes, sir; I do. 

Senator Tuyr. You may proceed. 

Mr. SkinNeR. | represent Skinner Bros. Rubber Co. a Dallas, Tex. 
We manufacture for our sister company, Skinner Bros. Co. of Tulsa, 
Okla., stuffing box, oil saver, and pump packing, plus a a -w miscel- 
laneous items for use in the production of petroleum. These materials 
are distributed throughout the oil fields by more than 750 supply 
stores. During 1950, we supplied packing for 74,805 pumps, 52,124 
oil savers, and 455,047 stuffing boxes. The pump packing is saaieed 
for oil-well drilling; the oil-saver packing is required for well drilling, 
vell completion, and well servicing; the stuffing-box packing is re- 
quired on all oil wells which are producing by means of pumping. 

Skinner Bros. Co. has been distributing this packing more or less 
for about 30 years. The packing was previously manufactured for 
them by other rubber companies. In the fall of 1948, several of us 
formed Skinner Bros. Rubber Co. to manufacture the rubber goods 
ourse ‘Ives and to also extend the application of the patented ideas to 
the refining and transportation fields of petroleum in addition to the 
field of ae The plant was started in February of 1949 and 
operations began the last of July 1949. Due to both technological 
and personal problems, the plant did not reach a profitable production 
rate until March 1950. 

When we first heard of rubber allocation in August 1950, we cal- 
culated our monthly allotment of rubber to be 16,539 pounds, of which 
16,408 pounds were to be natural rubber. We immediately wrote the 
Secretary of Commerce explaining to him: (1) that the base-period 
allocation was unfair to us because of our limited production during 
the starting-up period, and (2) that the limitation of our production 
was not to the best interests of the national defense effort because of 
our work for the petroleum industry. 

He referred the letter to Mr. W. H. Harrison, then NPA Adminis- 
trator. After an exchange of letters with him, he adjusted our 
monthly allotment to 82,000 pounds of rubber hydrocarbon. This 
was granted in a letter from him dated October 9, 1950. The adjust- 
ment was not made in time for us to take advantage of it in September 
or October. 

About the time we got the plant running on our new allotment, NPA 
announced on October 20 that the base period or adjusted rubber allot- 
ment was to be reduced to 84 percent of October allotments in Novem- 
ber and December, and that allotments of natural rubber were to be 
reduced to 75 pereent of October in November and 63 percent of 
October in December, implying that the differences between 84 per- 
cent and the natural rubber allotments were to be made up with 
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GRS. This gave us a rubber hydrocarbon allotment of 26,880 pounds 
per month, a natural rubber allotment of 24,000 pounds for November 
and 20,160 pounds for December. 

Inasmuch as GRS must be requested not later than the 12th of the 
month previous to the month of delivery—and the NPA order was 
issued October 20—we were unable to get any GRS for November 
use. We normally use all natural rubber except in a few items requir- 
ing neoprene. We were forced to close down production operations 
for 2 days in November to stay within our allotment. 

We were granted 10,000 pounds of GRS for December, but this 
rubber was not received until late in that month. It was January be- 
fore we could get acceptable formulas worked out and the chemicals 
in the plant to process the GRS. 

Not knowing what the NPA allotments of the various rubber hydro- 
carbons were to be for January, we requested GRS from Office of 
Rubber Reserve trying to second guess NPA. 

About the middle of December, the NPA order was dated Decem- 
ber 11, we found our rubber-hydrocarbon allotment reduced to 82 
percent for January and 80 percent for February. Our allotment of 
natural rubber was reduced to 51 percent for January, which gave us 
16.320 pounds and 43 percent for February, 13,760 pounds. Office of 
Rubber Reserve wired us December 21 that NPA had cut us off the 
(RS allocation for the first quarter of 1951. 

We entered a letter of appeal on December 22 offering to operate 
our plant during January and February on 14.500 pounds of natural 
and 11,000 pounds of GRS per month to get a basis to operate on for 
longer than one month and notified them in the same letter we had 
not been listed on the GRS allocation for the first quarter of 1951. 

Nothing was heard from NPA, so I called Mr. Earle Glen the first 
part of January. He told me he remembered the appeal when I 
briefed him on it and said he would see that it went through. 

Nothing more was forthcoming, so I called Mr. Farrel with Office 
of Rubber Reserve on January 26. He informed me that they had 
nothing from NPA on our company. I then called NPA and talked 
to Miss LaPore. She said that everything had been frozen and no 
action would be taken on our case for at least a week. However, the 
evening mail brought us a letter from Mr. Harrison granting our 
appeal. 

I called Miss LaPore again on January 27 and she said if I would 
check with Office of Rubber Reserve on Monday, January 29, the GRS 
allocation would be cleared for us. 

called Mr. Farrel with Office of Rubber Reserve on Tuesday, 
January 20, and they had not received any word from NPA, but he 
said he would call NPA and find out what was up. 

IT called Mr. Farrel again on February 1. He said he had nothing 
from NPA. I then called NPA and talked with Mr. George Scott. 
He said Mr. Spencer had ordered a freeze, and that he could do 
nothing. 

I then talked to Mr. Spencer February 1. He said nothing would 
be done for a week or two until they got straightened out. 

I might make a comment there: they said their office was a mess 
and they did not know what was up. 

I explained to him that we would be shut down in 2 weeks for lack 
of rubber. He told me I would have to use natural if I had no GRS. 
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] explained to him that NPA would not permit us to use that much 
natural rubber. He told me I would just have to shut the plant down 
2 weeks a month in that case the same as others were doing. I ex- 
plained we were a month behind in filling orders as it was, ‘that the 
material was needed in the oil fields, and that we must have the rubber. 
He agreed to see what he could do for us, and to wire the next day. 

No word was received from him, so I put in a call to Mr. Fleisch- 
mann on February 3. While waiting for Mr. Fleischmann to get 
out of a committee meeting, Mr. Webster called collect to say we had 
been allotted 22,400 pounds of GRS. I canceled my call to Fleisch 
mann. However, it was about February 20 before the GRS was 
received. As a result, we were forced to all but shut down for 4 days 
n February. 

On February 26, 1951 we received a letter dated February 19 from 
Mr. Manly Fleischmann which said, “We have now completed a 
thorough review of the base period consumption of new rubber by 
each reporting company in the industry.” He adjusted our allotment 
of natural rubber from 14,500 pounds to 18,049 pounds per month. 
and our synthetic rubber from 11,000 pounds to 157 pounds per 
month—trying to save natural. He also said Mr. Spencer would 
notify us in detail how this was done. 

Mr. L. E. Spencer, in a letter dated February 20, 1951, said, “Before 
making this review, NPA carefully considered the possible grounds 
under which a company might qualify for adjustment of its base 
period.” The M-—2 order, as amended March 1, 1951, together with 
the allotment of February 19, permit us to use the grand total of about 
200 pounds of rubber hydrocarbon per month inasmuch as we are 
limited to 25-percent natural rubber in our stuffing-box rings and 
zero percent in our other items. 

Yet if we were making golf balls we could use 85 percent; tennis 
balls, 81 percent: hand balls and Lacrosse balls, 60 percent; athletic 
bladder balls, 85 eee boxing teeth protectors, 80 percent; in- 
flatable playground balls, 53 percent; latex dipped beach balls, 
percent; slush molded toys, 50 percent: to give a few examples. 

The 200 pounds of rubber granted per month will permit us to 
run approximately 2 hours per month using a minimum of employees 
and facilities; it will limit us to less than 1 percent of our 1950 
output. 

Senator Tuyr. He really has not gotten straightened out vet, has 
he? , . 

Mr. Skinner. Not yet. 

This was appealed through PAD. They in turn told us that NPA 
was not interested in individual cases. 

While in Washington last week, I was informed that our March 
allotment of GRS had been adjusted to 8,000 pounds. We were not 
notified of this except that Office of Rubber Reserve sold us the rubber. 

I attempted to find out March 21 through the Senate Subcommittee 

Preparedness just what the score was. Mr. John Caswell, with 
the committee, telephoned and told me the following: T say he tele- 
phoned. He called NPA, the Office of Rubber Reserve, and the General 
Services Administration. He found the following: (1) The NPA 
\—2 order for April was not yet prepared, (2) the April allotment of 
GRS for our company was not yet determined, and (3) the mechanics 
of purchasing natural rubber were not yet working. 
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NPA has been advised in every letter we have written to them just 
what work we are doing, what materials we require to do our job, 
and why those materials are required. This information was available 
to Fleischmann and Spencer before their orders were issued. 

In spite of the essentiality of petroleum to our civilian and military 
economy, in spite of petroleum being the basic raw material for 
synthetic rubber, supply about 60 percent in 1943, according to the 
best figures I could find, and in spite of the fact that petroleum pro- 
duction is up more than 20 percent to support our society in its present 
undertakings, NPA has done little but hinder us in our operations. 

There is no other company in the United States that can furnish 
the items we manufacture for the petroleum industry. We are at 
present supplying approximately 75 percent of the stuffing box and 
oil-saver packing used in the United States. We are supplyi ing about 
85 percent of the slush pump packing. We know through our sister 
company in Tulsa who makes stuffing boxes, oil savers, and swabs 
for the oil fields, that there are about 2,000 oil wells per month 
being put on the pump in addition to old wells. This will require 
more of our product. Yet NPA continually reduces our allotment 
of rubber to do the job with. 

We are also engaged in research to improve our present products 
and to develop new ones to do new tasks, as well as new ones to do 
old tasks better. NPA says we cannot have the materials to manu- 
facture these items with; but must discontinue present products to 
get rubber to make the new. As an example, we designed a packing 
rubber that has outlasted competition by more than 12 times over. 
Yet we cannot have the rubber to make it. 

We cannot effectively do our job and be harassed from Washing- 
ton. We have a job to do and want to do it. If we can save rubber, 
natural or synthetic, we shall be happy to do so. If we can sub- 
stitute GRS for natural, we shall do so; our cost structure demands it. 

We suggest that NPA reconsider their policies for making rubber 
allotments to see to it that essential industries get the required ma- 
terials to do the job and get them on time. We suggest that NPA 
readily change allotments upward if the situation demands, that as 
new and better tools and devices are designed and invented that 
materials be made available for them: that NPA orders be issued 
and in the hands ef those affected at least by the first of the month 
prior to the month in which the orders become effective. We also 
suggest that NPA officials think out and take full cognizance of the 
end effect of their orders. We also suggest that NPA realize that 
small business do not have Philadelphia lawyers hanging around to 
interpret their orders. 

Last, but not least, we suggest that NPA realize that if we face 
an all-out war as the Government implies, we must build the best 
quality possible into present civilian goods; they will have to last a 
good while. If we do not face such a war, the whole business looks 
like a stupid socialistic scheme to keep people on the Government 
payroll instead of in a productive job. 

Regardless of the above, we do not ask for any advantage over our 
competitors, but we must have the materials to do our job. As it 
now stands, our plant will close its doors to all intents and purposes 
next week. 

Senator Gmuerre. Mr. Shaver. 
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Mr. SuHaver. You say here your plant was started February of 
1949 and your operations began the last of July 1949? 

Mr. Skinner. Yes, sir. 

Mr. Suaver. What effect does your base period as established 
the industry have on your operations in your facility ¢ 

Mr. Skinner. The base period ¢ 

Mr. Saver. Yes. 

Mr. Skinner. It permits us a little over 16,000 pounds per month. 

Mr. SuHaver. And your adjusted base period was given to 32,000 
pounds, is that correct ? 

Mr. SKINNER. Yes, sir. 

Mr. Suaver. Actually on the February 19 letter, what was the 
reduction ¢ 

Mr. Skinner. Well, our base period was 16,000—a little over 13,000 
pounds as adjusted, and they cut it back to the base period, roughly, 
plus 10 percent. It was a base period plus 10 percent. 

Mr. Suaver. As I understand your statement, you started on the 
26th of January to find out where you stood with NPA. Is that 
correct ¢ 

Mr. Skinner. On the 26th of January? 

Mr. Suaver. That is right. 

Mr. Skinner. Yes, sir; that is about the date that I started tele- 
phoning to find out what was going on. 

Mr. Suaver. What date was it when you finally got your grand total 
of 209 pounds of synthetic rubber ? 

Mr. Sxrnner. We received that information—the letter from 
Fleischmann arrived, I believe, on the 26th. 

Mr. Suaver. I just want the question and answer in the record so 
we can get the dates. 

Mr. Skinner. The letter from Fleischmann was received on the 
26th of February. The mimeographed copy, I suppose you would 
call it, of the M-2 order dated the 1st of March was received by us on 
the 27th of February, so that we would have time to adequately plan 
our operations for March. 

Mr. Suaver. Now, the M-2 order of March 1, would you indicate 
clearly just what you could use, or what products could be made out 
of the natural rubber? 

Mr. Skinner. Stuffing box rings. 

Mr. Suaver. Nothing else? 

Mr. Skinner. That is right. 

Mr. Suaver. In effect, how much rubber allocation did you get by 
virtue of the March 1 order? 

Mr. Skinner. That combined with the allotment of February 19, 
permitted us 157 pounds of synthetic per month. We could use a 
maximum of 25 percent natural rubber, which gives us roughly 209 
pounds of rubber a month, 

Mr. Suaver. How long can your plant operate on the grand total 
of 209 pounds per month ¢ 

Mr. Skinner. Approximately 2 hours, using a minimum of facil- 
ities and employees. 

Mr. Suaver. Per month? 

Mr. Skinner. Per month. 

Mr. Suaver. I would like to bring out at this point for the record 
that this is one of those facilities which the Secretary of Commerce 
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indicated in his opening statement as being essential for the civilian 
economy, and for which every effort should be made by the National 
Production Authority, to see that these industries got a ‘fair allocation 
of rubber. 

On that policy, you have received and are entitled to receive 209 
pounds, 

I would like to have some indication for the Secretary of Com- 
merce in line with his recommendation that we call such matters to 
his attention, as he suggested. 

Mr. Skinner. I would like to read a letter which we received from 
the Elkhart Rubber Works which still manufacture some items for us. 
I will read the whole letter. 

GENTLEMEN: Troubles do not come singly these days. In addition to the fact 
that we are stymied by lack of priority ratings for your orders, we now have 
the end use specifications set up by revised order M-2. I have no doubt that 
you are thoroughly familiar with code 12—I— 
that covers the petroleum industry— 
entitled ‘Oil Field Specialties’ and allows X amount of rubber for only three 
specific applications. None of these permitted applications can we identify with 
any of the natural-rubber goods we are making for you. In the case of swab 
rubbers and lining bumpers, for instance, only a 10-percent rubber compound 
is allowed and we have no suitable compound that would fit that description 
at all. We know that the petroleum institute, or whatever it is, is working to 
get these things adjusted for oil-field distributors and users. We wish them 
complete and speedy success. 

In the meantime, there seems to be almost nothing we can do except hold up 
these questionable orders waiting for a break or switch-over to some synthetic. 
In your opinion, what would be the best course? 

Mr. Suaver. Is it not strange to you that segments of the industry 
work 6 days a week, three shifts a di: ay, and you are entitled to operate 
under the allocation 2 hours a month ? 

Mr. Skinner. They are big enough to buck big government; we 
are not. 

Mr. Snaver. Is it not perplexing to the small rubber company, Mr. 
Skinner, to hear that although you supply an essential industry, one 
which has been defined as a matter of policy by our Secretary of Com- 
merce, that you are entitled to and given only that portion of rubber 
to operate your facility 2 hours per month 4 

Mr. SKrnner. It is. 

Mr. Suaver. While they in the big industry can operate 6 days a 
week, three shifts a day, and supply automobile tires? 

Mr. Sxrvner. It is. 

Mr. Shaver asked me the question, did I think it was odd that the 
Big Four operated 6 days a week, three shifts, while we were cut so 
severely. 

The United States Rubber Co. is a competitor of ours. They have 
tried to go around our patent and manufacture stuffing box packing, 
which is at least equal to ours, but apparently it is not because they 

cannot sell it, so they tell us; regardless of what price they put on it, 
saa still buy ours. 

On this business of conserving rubber and putting only four tires 
on acar, that is not right. If you buy a car with four tires on it, you 
will buy a spare tire. If you have a flat and no spare, then you will 
want a tire to get toa place where you can get your tire repaired. 
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With respect to the business of degrading rubber products, we have 
made tests showing that the good rubber lasts much longer than the 
poor. As a result of using poor compounds, you get less service per 
pound of rubber consumed than you would if you used good materials 
to start with. 

Senator Toye. Thank you, sir. 

The next witness is Mr. Burke of the Burke Rubber Co. of San 
Jose, Calif. 

Mr. Burke. I was scheduled for late this afternoon. I still have a 
little work to do on the case and I would prefer to have it postponed 
until then or until Friday morning. 

Senator Ture. Is Mr. Paul Lantz here? I do not a Mr. Lantz. 

The next is Mr. Murray, Tom Murray. I do not see Mr. Murray. 

The next is Mr. Raymond Thornburg, Pawling Rubber Corp. 


Pawling, N. Y. 


STATEMENT OF RAYMOND THORNBURG, PRESIDENT, PAWLING 
RUBBER CORP., PAWLING, N. Y. 


Senator Toye. Mr. Thornburg, will you state your full name and 
whom you represent for the record ¢ 

Mr. THornsurc. My name is Raymond Thornburg. I am the presi- 
dent of the Pawling Rubber Corp. at Pawling, N. Y. 

Senator Thre. Have a chair, Mr. Thornburg, and proceed in what 
ever manner you like. 

Mr. THornpurc. The Pawling Rubber Corp. is a small and grow 
ing rubber company. Our entire organization—management and 
employees alike— up preci ites the opportunity to present our case. 

We began operations in July 1946. Extruded rubber products for 
original equipment manufacturers is our line. Each product is made 
to specifications both as to compound and dinfensions, 

Pawling, N. Y., is a village of 1,700. About 700 are wage earners. 
Of this number, we employ 210 or 30 percent. Well over one-third 
of Pawling’s income is derived from our payroll. It is a one-industry 
Village. 

For the base year ending June 30, 1950, our total consumption 
amounted to more than 910,000 pounds or 75,600 pounds per month. 

The base period, however, does not accurately reflect our require 
ments. This is the reason. In December 1949, our board directed 
the purchase of new equipment to double our production capacity. 
A new addition to the plant was constructed to house the equipment. 
These improvements added $125,000 to our capital equipment and 
machinery account. 

In the month of March 1950, this new equipment was put into op- 
eration, During March consumption of rubber increased to 100,000 
pounds, or 25 percent over the previous month due to the addition of 
the new machinery. The 5 months, March through July, after the 
installation of the new equipment and prior to allocation, we showed 

in average consumption of 129,000 pounds of new rubber per month. 

In September of 1950 an appeal was made to the Department of 
Commerce, Rubber Division, for an additional allocation of 50,000 
pounds of new rubber per month. The appeal was granted, giving 
us a total allocation of 125,000 pounds of new rubber per month. 
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On the redetermined base of February 19, 1951, we were cut back 
to 78,000 pounds of new rubber per month and allowed to use 95 per- 
cent of that, an amount actually less than our original base period of 
75,000 pounds per month. No consideration was given to our doubled 
capacity or to an investment of about 120 percent above our capital 
equipment and machinery account as of December 31, 1949. 

Under this redetermined base, we would be forced to lay off a large 
number of employees. 

An appeal was entered March 38. On March 14 we were granted 
an increase of approximately 12,000 pounds per month—an amount 
which, when we are allowed to use it, will permit us to operate at ap- 
proximately 50 percent capacity. 

Upon inquiry yesterday at the Department of Commerce, Office of 
Rubber Reserve, I find that this increase has not been processed and 
upon asking—if I may add this statement to this written statement 
here—I was told there was no idea when we might be able to get that 
additional allocation. 

Yesterday I secured Pawling Rubber permits for April, giving 
effect to the new, 20 percent cut. Under the redetermined allocation 
of February 19, we received in March in excess of 63,000 pounds of 
synthetic rubber as our allocation. Under the 20 percent cut for 
April, I picked up the permits personally yesterday and we received 
37.000 pounds of synthetic rubber as against 63,000 plus last month, 
not a cut of 20 percent, but if I figured correctly a cut of 41.2 percent 
in rubber for the month of April. That, I might add, is on the old 
allocation before any increase was granted. 

Add to the 37,000 pounds of synthetic our natural rubber allocation 
of approximately 14,000 pounds and Pawling Rubber Corp. will be 
allowed to consume in April 1951, 51,000 pounds of rubber. This is 
about the amount of rubber we used per month during the first 6 
months we were in business in 1946, with half the equipment. 

It is obvious that Pawling Rubber Corp. cannot long continue to 
operate unless relief is granted. 

The hardship is twofold—on the company which has capital to 
protect and obligations to meet. Our released employees are 25 miles 
from the nearest industrial center—Poughkeepsie, N. Y.—to which 
there is no adequate transportation. I might add to that, I mean by 
“adequate,” there is a bus connection that leaves Pawling at 10:45 in 
the morning and gets to Poughkeepsie at 12:15 at noon, and it returns 
from Poughkeepsie at 2:15 in the afternoon. That is what I mean 
when I say there is no adequate transportation. There are already, 
in Dutchess County, unemployed persons at the present time in excess 
of 1.400. 

I have a letter from the New York State Employment Insurance 
Office in Poughkeepsie to that effect. 

Pawling Rubber Corp. is willing, of course, to share any sacrifice 
essential to the defense effort. We believe, however, that a general 
allocation of rubber over all segments of the industry is bound to create 
hardships. Because of the nature of our business, we have always 
used a large percentage of synthetic rubber. Therefore, our base 
period use of natural rubber was not large. 

We now find that old customers who have been with us for 5 years 
for whom we have insufficient natural rubber are turning to companies 
of the multiple product type who can divert natural rubber from one 
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type of product to another. End use and essentiality might be the 
proper criteria. Allocation on capacity basis would be much more 
effective for small and growing companies like the Pawling Rubber 
Corp. 

Small companies, scattered across this land of ours, must be kept 
alive and prosperous. The strength of this country lies in the large 
number of small, competitive industries that exist throughout the 
towns and villages of our 48 States. Universal employment thus 
maintained is the basis of the phenomenal economy of the United 
States which permits our people to possess and enjoy greater com- 
forts, greater opportunities, and greater blessings than any known in 
any other nation in the world. 

Certainly there is a method by which these small rubber manufac- 
turers, of Which Pawling Rubber Corp. is one, can be given immediate 
assistance—and it must be immediate—to effect the hardship that 
exists because of the present rigid allocation, one that was not the in- 
tent of the authors when section 701 was written into the Defense 
Production Act of 1950. 

Senator Gitterre. I have a couple of questions I wish to ask. 

Mr. Thornburg, your complaint then is not the selection of the base 
period as the yardstick ¢ 

Mr. THornpurG. No, sir; it is not. 

Senator Gitterre. And your complaint is not based on the prefer- 
ence for essentiality as a yardstick 4 

Mr. Trornpure. No. 

Senator GILLErre. It seems to be based on the fact that this order 
or this curtailment has thrown so many of your employees out of 
employment and into a situation where they cannot be absorbed 
readily in other industries. 

Mr. THornpure. That is correct, s 

Senator Gitterre. What type of product do you manufacture? 

Mr. THorneurc. We manutacture gaskets for the aviation field, 
automobiles, washing machines, railroads, and the like of that. We 
make tubings, channels, and gaskets. 

Senator Gitterre. The order of essentiality would not be particu- 
larly helpful then to you? 

‘THornpure. Not particularly, although there would be a part 
that would be helpful to us. 

Senator Ginterre. The type of machinery that you have installed 
in your plant such as would enable you to convert your factory to 
some other use to give your people employment is not possible ¢ 

Mr. THorNBERG. There is no possibility of changing it. 

Senator Lone. Mr. Thornburg, what would your recommenda- 
tion be for a rubber-allocation program? If you were working it out 
from the point of view of the small business man, how would you work 
itout? Do you have any ideas on that subject ? 

Mr. Tuornsura. Yes. It seems to me, in the first place, a little 
more careful study should be given to these small companies and their 
needs. Then if any particular type of allocation is to be made to them, 
[ feel that that would be much fairer on a capacity basis. 

Senator Lone. What is the longest workweek you have had? Have 
you ever worked your employees in two or three shifts @ 

Mr. Trorneure. Yes, sir; three shifts, 5 days. 
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Senator Lone. Has that been your standard procedure? 

Mr. Tuornsurc. That has been, yes, sir, for the past 3 years, I would 
say. 

Senator Lone. In other words, with the amount of equipment you 
have, you find it advantageous to keep your equipment going all the 
time and keep labor there, that is available ? 

Mr. Tuornevure. That is right, sir. 

I might add that one of the reasons for the development of the Pawl- 
ing Rubber Corp. was that the village of Pawling, which is about 
75 miles north of New York City about half-way between Pough- 
keepsie and New York and Danbury, Conn., had been growing smaller 
each year, and a group of men who were interested and who live 
there wanted to see if anything could be done to make it possible for 
the younger men and any of the older men who were there, to find 
employment, and this is one of the projects. 

Senator Lone. How have you gone about meeting this cut-back 
in your rubber supply ¢ 

Mr. Trrornevrc. I can tell you, very definitely. We had, at the 
start, an inventory, and the rubber as it has come from the Rubber 
Reserve has been so late in getting there each month that we have been 
able to carry along actually through the month. 

We have a certain amount of DO business, about 15 percent, I would 
say. 

Senator Lone. Is that on prime or subcontracts ? 

Mr. Tuornsure. Both prime contracts and subcontracts. 

For instance, we do not yet have our February DO material. I was 
able to get the permits for it day before yesterday, the day that I was 
not present when IT was called. I was trying to stay with it so that 
I could get material because we were going to close down the following 
day. 

Senator Lone. From the standpoint of national defense, you can 
make a very good case in keeping your plant open. You have a plant 
ina small town that could not possibly be destroyed by an atom bomb. 
It would not be of sufficient significance for anyone to search it out; 
would it ? 

Mr. Trornsure. That is correct ; and, I might say, prior to coming 
to Washington Governor Dewey had asked General Clay to be the 
civilian administrator or civilian defense administrator for the State 
of New York, and he definitely stated to us that Pawling was out 
of the target area. 

A little later a similar study was made by Commissioner Arthur 
Wallender of New York City, and he told us the same story. We 
could be a very definite factor in the defense business. 

I would like to add that one of the reasons we have been able to 
keep going as we have is because of the defense business which we 
have attempted to develop. As soon as this allocation began to be 
serious With these M-2 cut-backs, I hired two men to do nothing but 
go out and get defense business, if they could. 

Senator Gitterre. I assume this point has been made while I was 
in another committee hearing, but it is true, is it not, that the users 
of rubber for multiple purposes, to make tires and practically every 
rubber product, could keep their labor available and keep their labor 
busy by simply shifting their rubber, the end products that require 
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more man-hours to make the final product, whereas a user of rubber for 
a limited number of purposes would not have that same opportunity to 
divert his rubber into that which required the greatest amount of 
man-hours to process ¢ 

Mr. Tuornsvure., That is very definitely true. Not only might they 
divert some of the rubber from whitewall tires, or from other types 
of products, but a number of larger companies are, I believe, extruding 
plastic gaskets for refrigerators and that would be additional rubber 
for them. 

Senator Lone. Is that based upon the same percentage cut-back 
ipplied to all concerns where the larger firms could stand it a lot 

etter than the smaller concerns could stand it ? 

Mr. Trhorneura. | think that would certainly be my answer. 

As a matter of fact, | was very much interested in reading last 
veek in the Wall Street Journal that the profits of one of — Big 
Four companies was $35,350,429 and some cents in 1950, whereas in 
i940 this company had only made twenty million three nailed some 
ousand dollars, and that the 1950 increase was only 73 percent more 
han in 1949, 

Now, it occurred to me at that time that possib ly some one of these 
companies, or all of these Big Four companies, might be interested in 
nelping some of us smaller organizations to keep going, 

Senator Lone. Is this not true, as well, that when your smaller con- 
cerns have enough rubber to take on additional business, or to bid 
igainst others for business, it tends to save the Government money 
on this basis, that if the Government has additional contracts that 

ould be let, the more competition there is, the lower price the Gov- 
rnment will probably get when it awards the contracts and it would 
probably be in the Government’s interests to see to it that there be 

ist as Many competitors fighting for that business as possible é 

Mr. Thornpure. It would seem that that would be true. 

Senator Lona. Have you given much consideration to the pos- 
sibility of solving this problem by reducing the amount of natural 
rubber going into the various end items? Do you think that might 

elp to solve the problem ? 

Mr. TuornpurG. Asa matter of fact, we not only have given thought 
to it, we have to do it, and we are extending the rubber we have by 
whatever means we can. 

Senator Lone. If we prohibited the use of more than a certain 
percentage of rubber in things like passenger-automobile tires, or 
other luxury items or nonessential items, do you think that might 
make it possible for everyone to get enough natural rubber to sup- 
ply his needs? 

Mr. Trornpure. I really could not answer that question, Senator, 
but I think it might help considerably. 

Senator Lone. How much natural rubber do you put into your 
products today ¢ 

Mr. Toornpure. I think that is difficult to answer. 

Senator Lone. What are the Government requirements on some? 

Mr. Tuornpure. We have a definite formula to follow there. 

Senator Lone. Well, golf balls, for instance. Do you manufacture 
colf balls? 

Mr. Tuorneure. No: we do not. 
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Senator Lone. If you reduce the amount of rubber going into 
passenger-automobile tires, for example, you would tend to make 
more natural rubber available to all manufacturers who had use for 
natural rubber; would you not ¢ 

Mr. Trornsurc. Definitely. 

Senator Lone. And you could follow the same pattern with regard 
to other civilian items if you wanted to have enough natural rubber 
so everybody could get his share ¢ 

Mr. THornsurG. That is correct. 

Mr. Chairman, Pawling is in a nontarget area and therefore a 
plant that could furnish defense materials at a time when possibly 
some other companies might be incapacitated. 

General Clay, when he was director of civilian defense of the State 
of New York, after making a survey of our part of the State, com- 
mented that Pawling, N. Y., was in a nontarget area. 

A few weeks later, Commissioner Arthur Wallender, of the city 
of New York, after making a similiar study, reported also to us at 
Pawling that it was regarded as a nontarget area. 

Senator Tuyr. Thank you, Mr. Thornburg. 

That completes the list that we have before us, but we do have a 
Mr. Pratt here who is ready to make his statement, so if Mr. Pratt will 
come forward I think we will have time to hear him, although, Mr. 
Pratt, I will not be able to remain through your testimony because I 
must leave here in the next 10 or 15 minutes, which I regret. 


STATEMENT OF DONALD F. PRATT, VICE PRESIDENT, DURKEE- 
ATWOOD CO., MINNEAPOLIS, MINN. 


Mr. Prarr. My name is Donald F. Pratt, vice president of Durkee- 
Atwood Co., Minneapolis, Minn. 

I have a statement which was prepared last week. There have been 
so many things come up this week that I will have to digress consid- 
erably from it, if I may. 

Senator Tyr. You may proceed as you please. You can insert the 
statement in the record and proceed to talk on the statement, if you 

care to. 

Mr. Prarr. Durkee-Atwood Co. is a smal] company started in 1910 
by Mr. A. F. Durkee and Mr. H. C. Atwood. In manufactures various 
rubber products and automotive chemicals, and over the past number 
of years has developed so that at the present time it employs approxi- 
mately 375 in its 3 Minneapolis plants, and approximately 75 in its 
Red Wing, Minn.. slant. The major portion of its business is the man 
ufacture from natural- and synthetiec-rubber products—principally, 
passenger-car inner tubes; V belts, automotive, fractional horse power, 
industrial, and agricultural; chemically blown sponge for industrial, 
automotive, and domestic use; friction and rubber tape: tube-repair 
materials; rubber adhesives; molded sundries; inflatable tractor seats: 
and frost and sleet shields. 

With the exception of the agricultural V belts, the inflatable tractor 


seats, and some industrial sponge, the rubber products are all for 


replacement purposes rather than for original equipment. Every item 
is essential for the continued successful operation of our country’s 
industrial, agricultural, transportation, and defense programs. Every 
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one of those items were recognized during the last war as slightly 
essential, particularly for our transportation system. 

Senator Trye. What is a V belt? 

Mr. Prarr. You would call it a fan belt. It is a V-shaped belt used 
in automobiles to drive your fan. 

Senator Tuyrr. I would say further, Mr. Pratt, that there are a 
great number of those V belts now used on combines. 

Mr. Prarr. The agricultural V belts we manufacture range up to 
660 inches in circumference. That is over 50 feet. 

Senator Truyr. There are more of those small V belts in use today 
than there were 10 years or even 5 yearsago. In fact, practically all of 
the moving parts now take V belts rather than a flat belt. 

Mr. Prarr. That is correct. 

Senator Tirye. Combines and all manner of such power equipment 
require them. 

Mr. Pratrr. You have multiple drives where you have six or eight 
V belts on pulleys. 

Senator Tuyr. They are very, very important and very necessary 
in the normal operations of every farm unit, you might say 

Mr. Prarr. That is correct. 

Now I want to divide our ope ‘rations into two sections: Into our 
Red Wi Ing ope rations and our Minne: apolis ope rations. Our Red Wing 
operations are limited to passenger-car inner tubes and, because they 
are made out of a type of synthetic which is not compatible with 
natural rubber, we are forced t o keep that svnthetic In a separate 
plant. 

We manufacture our inner tubes in our plant in Red Wing, Minn., 

a city of approximately 10,000 population, 60 miles south of Min- 
neapolis. We have been in the inner-tube business at Red Wing 
since 1925, and ever since 1941 have had a capacity, on a three-shift 
basis, of 11,500 tubes per day. Our break-even point in the operation 
of our Red Wing plant is 3,000 tubes per day. At the time of the 
establishment of limitations on consumption of new rubber in August 
1950—that was then known as allocation order R-1—we were pro- 
ducing from 6,000 to 6,500 tubes per day, 6 days a week, and in 
accordance with the provisions of R-1 we appealed for relief from 
the base period and for an adjustment of our so-called new rubber 
base so as to permit us to produce at the rate of 6,000 tubes per 
day, 5 days a week, on a normal one and one-half shift basis. 

I can explain a one-and-a-half-shift basis by having one full shift 
and having a part of the plant work another shift to process and 
compound the rubber to keep the rest of the plant going during one 
shift. 

At the rate of approximately 2 pounds of new rubber per tube, this 
normal production would require 260,000 pounds per month. 

During the base period of July 1, 1949, to June 30, 1950, we pro- 
duced not the normal of 6,000, but only at the average rate of 1,448 
tubes per day... This extremely low production and consequent low 
consumption of rubber was caused by our losing, without warning, 
in June 1949 of our largest single inner-tube customer, Western Auto 
Supply Co., of Kansas City, Mo. On June 30, 1949, the day before 
the start of the base period, we had an inventory of 104,412 tubes. 
This inventory was not excessive if we had retained Western Auto 
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as a customer, but immediately upon losing this customer the inven- 
tory became excessive. Accordingly, we were forced to shut down 
on July 1, 1949, and did not reopen until September 14, 1949. We 
reopened at that time only on a token basis and in order to help 
carry a part of the overhead of this plant. It took substantially well 
into the spring of 1950 before we had built up new trade connections 
to get us up to the break-even point of 3,000 per day, and it was 
not until August 1950 that we got up to the normal of 6,090 per day. 

During the base period at the Red Wing plant, our production 
of tubes, our consumption of new rubber, and the number of em- 
ployvees as of the 15th of each month, including supervision, was as 
follows: 


Consuni™ion of new 
y rubber 
Month Number of Daily Employees 
tubes average , 

Natural Butyl 

Pow nds Pounds 
49—July 1 435 67 in ™® 
August None Nove ’, 574 1") 
september 19 4 Hat 38, 576 8 
Ortobe 23, 93 113 16 84 38 
November ry TRH 1, 369 53. 4562 is 
December 29, 23 ’ ) 62, 252 g 
) Januar 2), OT a75 7, AS 26, 425 s 
I ruary $3, 367 1, 552 28, 997 33, 425 | i) 
reh $8 44 2 253 109, 468 5) 
4 1] sG AT 2.170 9%, 882 | 2 
Tay 6). 348 2 87 174, 583 7 
Jur 70, 48 278 117,478 74 


Some of the foregoing figures are rather striking. I would like to 
point out that in August we produced nothing. In July 1949 we 
had a daily average of 67 tubes. We got down to as low as 10 em- 
ployees—that includes the supervision that was necessary to keep on, 
even While shut down—and finally, up into June, we got up to 70,000 
tubes with a daily average of 3,278, and a number of employees of 74. 

During the base period our average monthly production of inner 
tubes was 31,132 with an average monthly consumption of new rubber 
of 62,186 pounds. At the time of our applic ation for adjustment to 
maintain a normal production of 6,000 tubes per day, 5 days per week, 
we concluded we needed approximately 260,000 pounds of new rubber 
per month, and under date of September 14, 1950, in case A-31, based 
upon our August 30, 1950, application, our base was adjusted to meet 
this requirement. 

Senator Lone. If you compare your firm to the largest firms in the 
Nation, the most favorable base period to pic ‘k for the others would 
be the period just before the controls went on, which was done. 

Mr. Prarr. That is correct. 

Senator Lone. According to you, that was the worst time they 
could pick. 

Mr. Prarr. It was. 

Senator Lone. To go a step further, if you have any regard at all 
for the capacity of any concern, based on your capac ity, the most un 
favorable base period would be the one that was picked. For all the 
large manufacturers you could not pick a more favorable base period. 

Mr. Prarr. That is correct. 
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Senator Lone. If, by contrast, they would let each manufacturer 
take his best 6 months out of the last 8 years, your plant would have 
been in a much better position ¢ 

Mr. Prarr. In a much better position. 

I might enlarge on the thought that comes to mind as to the large 
company’s base period, as compared with that of the small company’s. 

We have heard a lot of comment around this past week saying that 
the base period was the biggest production of the Big Four, because 
of their original equipment, passenger-car tires. We have not heard 
any figures and we do not know just what this extra big year means. 

Yesterday, one of the witnesses, I believe it was Mr. Schrank, indi 
cated it was only a small increase of 114 to 2 percent over the normal. 

I have the figures here for the years 1957 through June of 1950, 
comparing the Big Four’s original passenger-tire equipment with 
their total passenger-tire sales and showing the percentages, 

Now for the years 1946, 1947, 1948, and 1949—keeping in mind, 
1949, now, is part of the base period—the average percentage was 30.15, 
substantially 30 percent of the big four’s tire production, which was 
in original equipment. 

Senator Gitterre. Thirty percent of what ? 

Mr. Prarr. Their total passenger tire production. 

The base period, however, of July 1949, to June 1950, shows that 
percentage was 44.18 percent. Keeping in mind that the last 6 months 
of that 4 years is included in the base, we have an increase of 14.03 
percent. That is far from the 1.5 to 2 percentage mentioned yesterday. 

Senator Lone. One witness says he will no longer be in a position to 
service his regular customers, and implies that the larger operator will 
be seeking his customer. 

Mr. Prart. If I had been hired by the Big Four to pick a base period, 
[ could not have picked a sweeter one. There has been some con 
versation here also that the cutback of the fifth tire for passenger 
cars is going to provide more rubber for the truck tires and we are 
going to get more truck tires instead of passenger tires now. 

That is a misconception, very frankly, and I will tell you why: 
Under the rubber order M-2, the specification controls put in on 
March 1, 13 percent of a tire is the maximum of natural rubber. The 
balance is synthetic. 

Truck tires under the specifications, of the sizes that they want, I 
believe, is 80 percent. 

Mr. Suaver. Eighty percent natural ? ’ 

Mr. Prarr. Eighty percent natural, ves. 

You are not going to use the synthetic out of the passenger cars and 
put it in the truck tires and still get your truck tires because of that 
large percentage of synthetic in the small tire. What are they 
voing to do with that synthetic? I do not think they are going to 
use it in truck tires. They are going to use it and spread it out over 

the other segments of their businesses. 

Senator Lone. You are concerned with what they are going to do 
with the natural rubber. 

Mr. Prarr. No; I am more concerned with what they are going to 
do with that big percentage of synthetic rubber that they are saving 
when they lose the fifth tire. They are not going to put it into truck 
tires because they cannot make a good truck tire with all that syn- 
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thetic. They are going to use that and spread it out over the other 
segments of their “business into V belts, into sponge, into molded 
products, into heels and soles, and go into businesses of the small 
companies. 

Senator Gittetre. And into inner tubes. 

Mr. Prarr. Yes, but not GRS. That is a different kind of syn- 
thetic. It will not affect my inner-tube business. 

Senator Guerre. Mr. Pratt, the tabulation to which you have 
referred and have quoted from, is it in shape that we can include it in 
our hearings? Can you make it available to the reporter so it can 
appear in our hearings ? 

Mr. Prarr. Yes, sir. 

(The tabulation is as follows :) 


Passenger 1" ' ie 
tireunit | /otal unit Percent 








Year passenger original 
sales, original eee Yaa ; 
equipment | tire sales equipment 

winnie 5 ili ita A ng a lc i Sa Se = ee -|——- | 
1937 14,448,217 | 39, 487, 706 | 44.18 
1938___ 7, 637,206 | 30, 538, 657 | 25. 00 
1939 14, 034, 610 45, 437, 054 30. 88 
1940___ 17,560,720 | 46,077,987 38. 11 
1941 a 17,935,741 | 49, 280, 361 | 36. 39 
Total, 5 years ba 74,616, 494 | 210,821, 765 | 35.39 
1946 ee ; 11, 081, 684 66, 084, 135 | 16. 76 
1947__. , 19,643,722 | 72,008, 362 | 27. 24 
1948__. g 21,589,040 | 63, 540, 160 | 33. 98 
1949. . ee A ee Z 28, 125, 288 65, 066, 321 | 43. 22 
Total, 4 yeoars....~....<<<;- eS 80, 139, 734 266, 788, 97 8 30.15 
July 1949 to June 1950_- Seok oo 31, 896, 479 72, 187, 721 | 44.18 


Senator Lona. You have some controversy about using 80 percent of 
natural rubber in truck tires. Are you sure of that figure ? 

Mr. Prarr. Let me get my copy of the regulations. 

Order M-2 as amended on March 1 provides, insofar as tires are 
concerned, a percent for passenger-car tires of as low as 13 percent, I 
believe. 

Now as to the truck-size tires the percentages are these: 7.50 size 
and under—those are the small sizes—the percentage is 38 percent 
natural rubber; 8.25 through 9.00 is 75 percent natural rubber; 10,00 
through 12.00—and these are the big sizes—is 90 percent natural 
rubber, and over 12.00 sizes, the percentage is 29 percent natural 
rubber. 

Senator Lone. Even if it might not give us quite as good a truck 
tire for a while might it not be well that we consider reducing the 
amount of natural rubber in the truck tires? 

Mr. Prarr. If truck load limits are imposed and speed regulations 
are imposed, but under present operating conditions, the technicians— 
and I am not one—the technicians tell me at meetings I have been at, 
that they cannot make a satisfactory tire with less natural rubber 
under present operating conditions. ‘That means load weights, load 
conditions and speed conditions. 

Senator Lone. I suppose it would help hold together your highway 
system to hold out during the emergency while we do not have as much 
money available for new highways, too. 
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Mr. Prarr. They made tires with much less natural rubber in them 
during the last war. There is a very, very strong feeling among the 
tire manufacturers—and I am merely repeating what I have been 
told—that you can waste more rubber by making a bad truck tire 
than you will save by making a good one. 

In other words a good truck tire will last and you have to have more 
natural rubber in it. A poor truck tire will break down and you lose 
all the benefits of a tire that can be recapped or covered or carried 
along. 

Senator Gititerre. That is under high speeds? 

Mr. Prarr. Yes: and heavy weights. 

l am sorry I got a little bit off but I will try to get back to where 
we were. 

Now subsequent to the base period—and that is after we received 
our adjustment, at our Red Wing plant, we manufactured as follows: 


| 


Consumption of new 





Mont! | Number of Daily egal Employee 
men tubes iverage mployees 
Natural Butyl 
Pounds Pounds 
1950—Jaaly 101, 897 1, 739 175, 388 112 
August 142, 068 6, 608 228, OR] 125 
September 122, 808 5, 712 209, 104 129 
October », 446 130, 437 109 
November 2, 455 26, S67 61, 075 7s 
December 2, 631 532 72, 949 81 
1951—January 1, 656 235, 450 57, 402 nb 
February 65, 382 3, O41 67, 748 | 8U 


In September the production dropped because the job of shifting 
from natural inner-tube production to synthetic rubber inner-tube 
production came along. I might also point this out: Up in the so- 
called north country, we have had a very serious sales problem in con- 
nection with synthetic inner tubes. A few years back, the synthetic 
inner tube went through a terrific beating in the wintertime. It de- 
veloped what was called the cold-weather buckle. The public in Min- 
nesota, Wisconsin, North and South Dakota, Wyoming, and Mon- 
tana, the Upper Peninsula of Michigan and even the northern part of 
lowa, Just will not buy a synthetic rubber inner tube if there is a nat- 
ural rubber inner tube available. The natural rubber inner tubes do 
not buckle, although they have some deficiencies, too. In the case of a 
synthetic rubber inner tube, as soon as the cold-weather buckle is 
licked—and I think it is close to being licked, if not completely—is, I 
think, a better inner tube than a natural rubber inner tube. Because 
we have in our immediate trade territory up there mostly natural 
rubber inner-tube customers, we were making during the base period 
and subsequently, natural rubber inner tubes. We did have customers 
who insisted on the synthetic tubes. Therefore, periodically we have 
to shift from natural to butyl! and butyl back to natural. The two of 
them cannot be run at the same time and in the same plant. They are 
incompatible. If a little bit of natural rubber gets into butyl or a 
little butyl gets into natural, it ruins the whole batch and you do not 
get a good inner tube. 

Now that takes time, shifting from one to the other. It is some- 
thing like a day, a day and a half, or 2 days to clean up the plant. 
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That really means clean up. You clean up your conveyor lines with 
every bit of solvent you can so as to get rid of the possible contamina- 
tion of natural rubber into butyl and butyl with natural. 

In November, December, and January we produced mostly butyl 
tubes, but there were shifts during that period of time which resulted 
in x lower production. Also during the end of December and the first 
2 weeks of January 1951, we were down bec ause of extensive repairs 
to the mill line and the banbury. The banbury is a two-story machine 
that grinds up the rubber like a meat grinder. 

So from July 1, 1950, up to February 28, 1951, our daily average 
of inner tubes has been 3,786 tubes, somewhat above our break-even 
point. Our monthly average consumption of new rubber was 129,- 
252 pounds. 

In connection with an attempt to conserve natural rubber we have 
also, and very frankly because of the price of natural rubber, at- 
tempted to use reclaim, to some extent, in our natural-rubber tubes. 
The tube is just as serviceable and instead of having 154 pounds of 
natural rubber inner tube, we have cut it now to approximately 1 
pound per tube. That is on an average, of course, the average-sized 
tube. The balance of it is made up w ith natural-rubber reclaim, and 
the other chemicals, carbon black and things of that sort, that make 
up the tube. 

On February 19, the date we have been hearing so much about, the 
Fleischmann letter was issued. To it is attached the February 20 
statement from Mr. Spencer, and that letter established a new base- 
period consumption—quoting from the letter: 

A new base period consumption for purposes of computing your permitted con- 
sumption of new rubber under order M-2 as amended. 

Our new base period under this letter provided for 150,817 pounds 
of total new rubber—excluding natural rubber latex—of which the 
total dry natural rubber, as our base, was 141,675 pounds. 

Under this base for the month of March, according to the February 
20 statement, and order M-2 as amended on March 1, only 95 percent 
of the total new rubber could be used and only 48 percent of the total 
dry natural could be used. The difference between these figures is 
made up of the synthetics such as butyl, GRS, neoprene, and other 
synthetics. This resulted for Durkee-Atwood Co. in a maximum- 
usage figure during March 1951 of 143,276 pounds of total new rubber, 
65,004 pounds of natural rubber, 43,753 pounds butyl, 29,918 pounds 
GRS, and 1,601 pounds neoprene and other synthetics. Neoprene and 
other synthetics are a highly specialized type of synthetic not used in 
tires or tubes but are used in ver y special items. 

Senator Gittetre. What vou list as natural rubber there is not 
new rubber but the reclaimed ? 

Mr. Pratr. No, that is natural new rubber. Reclaim rubber is not 
controlled under Order M-2. 

Senator Gitterre. Why are you differentiating there between new 
rubber and natural rubber? 

Mr. Prarr. The terminology used by the Bureau, new rubber means 
natural, synthetics, all new rubber excluding reclaim. By using the 
word “new,” they are pointing out that ree laim is not included. 

Senator Gittere. In the terminology “new” is included natural 
rubber as well as synthetic ? 

Mr. Pratr. That is correct. 
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Further, NPA order M-2 as amended March 1, 1951, probibited 
the use of natural rubber in inner tubes and we were required to use 
only butyl. 

This February 19, 1951, letter setting up a new base, cuts our ad- 
justed base drastically and at a break-even production of 5,000 tubes 
per day forces us to an average production of 2 days per week or 
81, days per month. We are reduced to an average pronecticn of 
1,142 tubes per day and even though we have revised our buty! 
formula so as to use only 134 pounds of butyl per tube rather than 
2 pounds estimated in our oximing ul adjusted eae, And then to make 
the cut a little more drastic, we were issued a permit for the 43,753 
wounds of butyl allocated us, but were cut, not by NPA but by the 
Rubber Reserve Company of RFC, an additional amount so our allot 
ment was reduced to 39,250 pounds for March. 

We now are advised that our allotment for the second quarter of 
i951—April, May, and June—is 128,967 pounds, or 42,989 pounds 
per month. Again, we will be permitted to operate—if we are operat 
ing at a break-even point—only for 845 days per month or 2 days a 
week, If we were permitted to operate on the normal 6,000 tubes per 
day, 5 days per week, then the allotment would reduce us to 4 days 
per month, or 1 day per week. 

Although we were allotted—coming now to natural rubber—68,004 
pounds of natural rubber, under order M-2, we cannot use it in inner 
tubes. Accordingly, and recognizing that situation possibly existed, 
the February 20 letter of Mr. Spencer provided that if you have some 
thing you cannot use, you can come in and trade it for something that 
you can use, all within your over-all maximum permitted consump- 
tion, however. So following the provisions of that letter of February 
20, we requested permission to trade a portion of natural rubber and 

i slight portion of our GRS allocation, for additional butyl. This 
request was made on February 27, 1951. I believe the February 20 
letter from Mr. Spencer says such cases will be handled promptly, 
upon presenti ition of the necessary information. We are advised— 
not as stated in the statement dated March 20, but under date of March 
26, 1951, just 1 month later—that our appe: al to trade natural rubber 
for butyl is denied on the ground there isn’t sufficient butyl to permit 
the trade that is authorized. 

We are then also advised that to compensate for this shortage of 
butyl, the specifications as to no natural rubber in inner tubes will be 
waived up until April 15, permitting us to manufacture natural 
rubber inner tubes to the extent that we do not exceed our natural 
rubber quota, of 68,004 pounds, 

Senator Lone. That seems to be a sensible thing under the cir- 
umstances, 

Mr. Prarr. That is a very sensible thing under the circumstances. 

After allowing for our Minneapolis plant for natural rubber—and 
we do have to use natural rubber in our Minneapolis products, also— 
this permits us approximately 16,000 pounds of natural rubber for 
inner tubes, which combined with reclaim, will produce approximately 
16,000 more tubes, or 544 days production on a break-even point. 

It seems perfectly obvious to us that it is impossible to maintain 
the operation of this plant under this present allocation and even if 
special permission to make natural rubber tubes is extended beyond 
April 15 to us because of the inability to furnish us butyl, it is impos- 
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sible to operate only 13.5 days per month at the break-even point in an 
effort to stay in business, and you cannot stay in business on 13.5 days 
a month. 

Going back a bit to this orginal-equipment item, I did overlook the 
fact that the original-equipment tires also have butyl! inner tubes in 
them, and that spare tire and spare tube that has been cut out, provides 
to the Big Four—the original equipment people—it provides them 
additional butyl, which will be available to them to make additional 
butyl inner tubes and go into the replacement market. They are in 
the same position with butyl in that situation as they are with the 
other new rubbers, by reason of the use of that base period and the 
cut-back of the fifth tire and then further the cut-back of automobile 
production. 

Now for us to operate at a break-even point, we should have 70,761 
additional pounds of butyl per month, or a total of 115,000-odd 
pounds. 

Of course, on a normal operation of 6,000 which, of course. nobody 
anticipates any more, we would need 227,500 pounds of butyl per 
month. 

If it is impossible to obtain this butyl to keep that plant operating, 
this extra, over and above our allocation, then we think that the imner- 
tube specifications should be waived, not just up to April 15, but until 
such time as butyl is available in such quantities and natural rubber 
should be permitted, and I think additional natural rubber should be 
allotted to take care of that in order to keep these plants operating. 

Now one comment that Senator Long made a few minutes ago 
made me think of something that I do not ‘think was intended, the way 
it sounds to me, that passenger-car tires and tubes are not as essen- 
tial as truck tires and tubes. Passenger-car tires and tubes in my 
opinion are maybe not as essential, and are not in as short supply 
at the present time, but we still need the passenger-car automobiles 
to carry our workers to and from their plants, whether they are war 
plants or essential civilian plants, or otherwise. I just wanted to bring 
that point out for a moment. 

Senator Lone. You have to keep this thought in mind, though, that 
if we go toa slightly inferior tire for passenger use for a while, that 
will automatically bring about a certain amount of conservation of 
rubber generally by the public. 

Mr. Pr. vrr. It will very definitely and I think that conservation is 
what we are lacking in this entire program. 

Senitie Lona. If you tell the average person that he can get a good 
tire but not as good as he had been accustomed to, for the next few 
months, there is more of an inclination on his part to use the tires he 
has until he can get a better tire. 

On the other hand, if you tell him the tire is going to be just as 
good as it has always been, then even before he has worn the treads 
down he is likely to get himself a brand new set of tires and put them 
on to make sure that he will have a tire for the duration in the event 
we get into an unlimited emergency. 

Mr. Prarr. He might react that way. However, I have seen people 
react exactly the other way, Senator. If you tell the man that his tire 
is a good one and to hang onto it and what he is going to get in the 
next few months, will be inferior, he will say, “W ell, if it is inferior 
now, what will it be in 6 months or a year from now, and he goes out 
and buys it. I think everybody thinks things are going to get worse 
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before they get better, and if the steps in this rubber-allocation pro- 
gram are followed through they will certainly get worse before they 
get better. 

Senator Lone. We hope this shortage will be over in a little while. 
We will have more synthetic rubber for one thing and the situation 
will probably get more favorable. 

Mr. Prarr. That is right. 

Senator GitLerre. How far have you gotten in your prepared 
statement, to Natural Rubber Allocation / 

Mr. Prarr. Yes. 

Senator Gitterre. I believe we should suspend at this point. You 
have a volume of pertinent information that we are very anxious to 
have and to discuss. 

Since we have already been called to the floor I believe we should 
suspend and reassemble at 1:30 to complete your testimony and that 
of one or two other witnesses that we have. 

The committee will rise and reassemble at 1:30. 

(Whereupon, at 12 o’clock noon, they recessed to reconvene at 1:30 
p. m., the same day.) 

AFTERNOON SESSION 


Senator Gitterre. The subcommittee will come to order. 

The subcommittee meets pursuant to the recess at the noon hour. 
At that time Mr. Pratt had progressed as far as the middle of page 5 
of his prepared statement. 

Mr. Pratt, you may proceed from there. 

Mr. Prarr. Reverting back a moment to the relationship between 
the Big Four and the small tire and tube manufacturers—at least 
particularly at it affects Durkee-Atwood Co., as manufacturer of pas- 
senger-car inner tubes, and the base period that was granted, which 
we believe is very favorable to the Big Four, and reverting to the pro- 
posed order which eliminates the fifth tire and tube on the car, I would 
like to call attention to the fact that that will save approximately 
55,000 tires to the Big Four, and 550,000 tubes. Each butyl tube, if it 
averages an itely 2 pounds per tube, means a saving of 1,100,000 
pounds of butyl, by the Big Four, which they will have available to 
them. 

As I pointed out before by my February 27 request to trade a little 
natural rubber for a little butyl which was turned down, I hope now 
that there will be available someplace out of the 1,100,000 pounds of 
butyl, 16,000 pounds for me, even under the regulation, even if it is 
not changed. 

Senator Ginterre. Under what premise do you draw the conclusion 
that that entire amount would be available to the Big Four’ Are 
they the sole providers of inner tubes and tires / 

Mr. Prarr. In the original-equipment field, yes. 

Senator Gitterre. For the automobile passenger car? 

Mr. Prarr. That is correct. 

You see, taking off the fifth tire, the spare tire on original equip- 
ment, saves the Big Four from having to supply that tire and that 
tube and gives them the rubber that they formerly supplied to the 
original equipment manufacturers. 

Senator Gitterre. I can understand that. The point I am trying 
to emphasize or develop is that the automotive industry, the manu- 
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facturers of passenger cars, according to your statement, are supplied 
entirely from the Big Four. 

Mr. Prarr. That is correct. 

That gives the Big Four, in round figures, a million extra pounds 
of butyl with which to make inner tubes and naturally you can see 
what happens to the market of the small inner-tube manufacturer if 
he is limited to Durkee-Atwood’s allocation of butyl—limited to 2 
days production per week. 

Now reverting back to the formal statement—and I am giving this 
information in considerable detail because I think it explains the prob- 
lems that are faced, not only by us, as an example of a number of 
other small companies, but by the entire small-business group. 

We had a cut-back in our allocation of maximum rubber. Our 
maximum permitted usage as adjusted back in September of 1950, and 
our actual usage, compares as shown by these figures : 


Permitted 


Actual usage 
maximum M Heage 


338, 576 

8, ATG | 
25: 3 . 93 2 
°° 


3 303 


172, 674 
} 145, 588 
r Feb. 19, 1951, letter . 68, 004 


We were permitted a maximum use in September, 1950, of 338,576 
pounds. We actually used 293,232 pounds. 

In October, we were permitted the same maximum. We actually 
used 243.972 pounds. 

In November, because of the over-all percentage cut to all manu- 
facture rs. in the rubber industry, our permitted maximum was reduced 
to 253,932. We, however, used only 120,694 in that month. 

In aaa it was reduced to 213,303, and we used only 65,024. 

Senator Gitterre. That is because it was permitted but you did not 
get it. 

Mr. Prarr. We could have gotten it but we did not use it for two 
reasons because we had to make butyl tubes during part of that time, 
and because of our increased consumption of reclaimed rubber as dis- 
tinguished from natural, new rubber. 

Senator Gutterre. What would you do with the balance of it? 

Mr. Prarr. We did not get it. We did not buy it. We did not 
use it. 

Senator Gitterre. You were permitted to use it but you did not 
actually purchase it. 

Mr. Pratt. That is correct. 

Senator Gitterre. For the reason that you have alleged ? 

Mr. Prarr. Yes. 

In January, our permitted use was cut to 172,674. We actually 
used but 106,062. 

In February it was cut, maximum, to 145,588 and we used 128,420. 

Then comes the February 19 letter, where the maximum is cut to 
69,004 pounds, and, of course, in March we cannot exceed that figure. 
In April, it is cut even more, to 63,000. 

Now as to our operation in the Minneapolis plants: 
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The basis set out in the Red Wing plant was very, very disastrous 
as far as that operation was concerned. As far as the Minneapolis 
plant was concerned, our base period was also bad. Frankly, not as 
bad as Red Wing but still bad in one or two respects. 

Our Minneapolis plant production was low and extremely low 
during the base period, in the manufacture of sponge rubber. Dur- 
ing the base period we produced 9,325,430 feet of sponge stripping 

an average of 776,286 feet per month. That is running feet, lineal 
feet. 

During the 6 months preceding the base period, we produced 15,- 
971,360 feet, or an aver age of 2,661,893 feet per month, as compared 
with the 776,000 during the base period and during, for example, the 
12 months preceding the base period, our average was 2,422,000 feet 
per month, even though we had a 7-week strike during that 12 months 
preceding the base period. It therefore seems to us that it is per- 
fectly apparent that the prebase period operation, insofar as sponge 
stripping was concerned, were approximately 3.5 times the base- 
period production. One wonders why our base period was so low. 

We, like other rubber companies, have labor problems. We had had 
a strike the year before and we had a strike the year before that. I 
handle the labor negotiations and labor relations for our company. 
It was our considered judgment that we were very likely to have a 
strike in the summer and fall of 1949, also. 

Accordingly, we apenas at a rate that was high, generally speak- 
ing, prior to July 1, 1949, the beginning of the base period, and we 
warehoused the merchandise. Fortunately we did not have a strike 
that year, but we did have an inventory of sponge stripping and some 
of the other things that we manufacture such as frost shields. Natu- 
rally we had to work off that inventory and our production was con- 
siderably lower than it normally would have been. 

We based our August 30, 1950, request for an adjustment of the base 
period, insofar as the Minneapolis plants were concerned, on a normal 
requirement of 100,000 pounds of new rubber per month. This was 
approved but of course from month to month the over-all industry- 
wide percentage cuts were applied. 

Then I have set up in the same form the actual consumption in our 
Minneapolis plants of the natural rubber and synthetic rubber and 
the number of employees we have had, month by month during the 
base period. 


Month Natural Synthetic Employees 


July, 1949 a ‘ ee ee he reriued 54, 202 1, 653 
August J 3 ™ ects 36, 643 3, 352 | 
September --- -- ane ; ; 1 38, 946 | 3, 299 
October ated 74, 481 | 1, 800 | 
November ; P ; 87, 946 | 2, 394 
December | 57, 067 | 1,613 
January, 1950 a - 39, 262 2, 319 
February f oad 45, 878 3, 825 
March. ..-..- So tean 59, 110 1, 988 
April....... ; 72, 585 1,474 
May.. 7 , 556 
June... 


Total 
Plus N and § types 


Total_... 
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Our employees ranged there from 290 up to 358 during the base 
period. Our consumption of natural rubber during the base period in 
the Minneapolis plants ranged from thirty-six-thousand-odd in Au- 
gust 1949 of natural rubber, pounds, up to nineteen-thousand-odd 
pounds in May of 1950. 

Our synthetic consumption was small during all of that time. 

Subsequent to the base period, our employees have increased up to 
418 in Minneapolis, and our consumption of natural rubber in Min- 
neapolis plants got up as high as 113,000 pounds per month. That 
was in 1 month, the month of October. 

Our average consumption since the base period was 61,000 pounds. 
Rather, the average monthly consumption during the base period was 
61,000 pounds, whereas in the 8 months since the base pre our con- 
sumption has been 82,000 pounds of natural rubber. The February 19 
letter cuts the maximum of over-all consumption of natural rubber to 
68,000. 

Senator Gituerre. Mr. Pratt, you can hardly blame the Rubber 
Division for selecting this base period if it happened to be a period in 
which you people in the exercise of your own sound judgment, antic- 
ipating a strike, had produced in the preceding period at an expanded 
rate and had an inventory on hand of this sponge rubber. You can 
hardly blame them for that situation, can you ? 

Mr. Prarr. I am not blaming them for that situation and I am not 
blaming them for picking that base period because of that reason, but 
I think that is a ground for asking that our base period be adjusted 
to a normal consumption figure. We do not believe that our base 
period was representative of normal consumption under those circum- 
stances. It was because of fhat information and other information 
that was submitted to the Rubber Division in August of 1950, an 
adjustment was made. 

The large part of the adjustment was based upon our Red Wing 
plant problem. 

Senator Gitierre. Also your tabulation shows that subsequent to 
the base period that has been selected, your employment increased, the 
number of your employees increased, you had available and did use 
a larger quantity of synthetic rubber, and somewhat less of natural 
rubber, but your business operation had expanded after that base 
period. 

Mr. Pratr. That is right, but I was explaining why the base period 
was so low. Yes, it is higher, subsequent to the base period in our 
Minneapolis plants than it was during the base period. 

Senator Gittetre. How does it compare to the period just before 
the base period ? 

Mr. Prarr. It is not as high. It is higher than the base period but 
it is not as high as what I admit was a rather high production previous 
to the base period. . 
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Subsequent to the base period we have used the following quantities 
in our Minneapolis plants: 


Month ; Natural Synthetic Employees 
1950—July : 3 | 70, 528 | 2, 644 | 342 
August ; ‘ bi ce aise 90, 310 | 2, 768 | 362 
September | 84, 038 2, 539 386 
October [ i k ; | 113, 490 | 1, 510 | 403 
November ‘ ats 98, 827 | 2, 466 | 118 
December 64, 492 | 4,187 385 
January a ant 82, 612 | 9, 389 | 3x9 
February : | 60, 672 21 770 283 
Total r - ; EF en ae | 659, 969 | 47, 273 


Under order M-2 as amended March 1, the specification controls 
were placed upon the various other en which we manufacture. 
That is in addition to the inner tubes. These controls reduce the 
amount of natural rubber permitted in V-belts and in sponge rubber, 
and in gaskets, and in frost shields and various molded products. 

We have not any objection whatsoever to these specification controls 
and the reduction in the use of natural rubber, provided we are given 
enough synthetic to take the place of the natural rubber cut out 
under the control; butyl in the case of inner tubes and GRS in the 
case of the other products; so as to permit us to operate at a reasonable 
rate. 

Under our February 19 revised allocation of GRS we will be per- 
mitted 29,981 pounds for March. At the time I wrote the statement 
I said per month, because that is what we expected and had been told. 

Senator Gitterre. That is GRS? 

Mr. Prarr. Yes. That is the synthetic rubber not used in inner 
tubes. 

As a temporary matter, we were advised, and because of the drastic 
cut in our March allocations, from what we had been allowed before 
the February 19 letter and after the February 19 letter, we received, 
under Mr. Spencer’s February 20 statement, a special allocation of an 
additional 25,000 pounds of GRS to be used in March. That Febru- 
ary 20 letter states that when anybody is cut back so drastically as we 
were—anybody cut back more than 50 percent—they would grant 
a little extra GRS so that it would not shut them down completely. 
That is paraphrased, of course. And that we were expected by the 
end of the second quarter to get back to the actual figure, which in our 
case would be 29,981 pounds. 

The gentleman from Garlock Packing Co. yesterday, I believe: said 
he got a little bonus of some pounds here and he could not understand 
how he got it but I would be willing to guess that that was the basis 
of it. 

We will be expected as I said, according to the February 20 state- 
ment of Mr. Spencer, to cut back to 29,981 pounds before the end of 
the second quarter. 

In March, in carrying on our operations under the March specifica- 
tions, we will use the full amount of our March allotment. This, to- 
gether with the natural rubber which we are permitted to use in our 
Minneapolis pa products, will enable us to continue in operation in 
Minneapolis but we must have this additional special 25,000 pounds 





256 RUBBER SURVEY 


per month. If this is taken away from us, and we are cut down to 
29,000, we will be forced to cut our Minneapolis production just 
exactly in half. 

Or we can do this: We can maintain our V-belt production, and 
stop entirely the production of frost shields, sponge, tractor seats and 
other items that are using GRS. Of course, that cuts our employees 
substantially in half. If we eliminate all of our sponge, our frost 
shields, our tractor seats and other items, approximately two and a 
half plants will be shut down entirely. The remaining part of our 
operation will be continued to maintain our V-belt production. 

When this was written that’ was the question. We were worrying 
about what might happen. Since it was written, we have gotten our 
April figures, and the so-called bonus allocation has been cut to 15,000, 
and I anticipate it will probably be cut more for May, and we are told 
by the end of June we will have to be down so we get no part of this 
extra. It does appear very likely that we will cut our operations in 
half in Mineapolis insofar as the over-all picture is concerned or we 
cut out two or three whole segments of our business and limit our- 
selves to V-belts. 

We cannot continue to operate on a 50-percent operation. 

Now to go off the subject slightly, we have heard a lot of comments 
about Government contracts being the thing to take care of this prob- 
lem. Some of the smaller companies have been fortunate in obtaining 
Government contracts. We have a few small Government contracts 
in connection with V-belts. They do not consume a great deal of rub- 
ber, either natural or synthetic. Because, unfortunately, we do not 
make truck-size inner tubes, our Government business on inner tubes 
is practically out of the picture. 

Senator Gitterre. Do you get those contracts by direct bidding, 
by negotiation, or subcontracting ? 

Mr. Prarr. Our small contracts we got by direct bidding and none 
under negotiation. 

It brings up a point that is facing us very picturesquely, we might 
say. We do have one Government contract for the manufacture of a 
new-type life preserver. It is an inflatable life preserver. We made 
over 2 million of a different style in the last war and we felt we had 
to get into that business. 5 ; 

On the first procurement that was issued by the Aviation Supply 
Office in Philadelphia, two contracts were negotiated, one with an 
outfit in New York—it is a small outfit—who had been manufacturing 
these things for some little time, and the other with the United States 
Rubber Co. 

We tried to negotiate part of that business and were denied that 
opportunity. They said we would have to bid. Bids were taken. 
It was a new product, a new item. We bid. We bid closely, because 
we felt that we had to have the business to keep some of these plants 
that we could see were tending to go down, operating. Very frankly, 
we bid $17.01 per vest. That was low bid. We were scared. We 
only bid on 25,000 out of 200,000, but we were low bidder. 

United States Rubber Co., that had a negotiated contract and whose 
price, of course, is open on that basis, bid $20.50. The other company 
that had a negotiated contract bid $25.50. 

Well, I have no objection to that. We got our 25,000 award based 
on low bid. 
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Goodyear, at that time, by telegraphic bid which was rejected be- 
cause telegraphic bids were not acceptable, bid $28.16. If the story 
stopped there, it would not mean a thing. 

Another procurement came out which was opened on the 13th of 
March. We bid again. The other companies—United States, Fire- 
stone, and some of these other companies—got down to a bid around our 
figure of the previous time, $17, $16.50, or something like that. At 
least I think we get the credit for getting bids down that low. 

Goodyear that had bid $28-plus comes in and bids $13.55. That 
saves the Government money, but the vest cannot be built for that 
price. I cannot find an explanation for any one of the Big Four to 
cut their bid more than 50 percent, with no explanation, other than 
an effort to squeeze out every other company and go in and grab that 
business, even at a loss. 

Senator Gutterre. What procurement agency had advertised for 
these bids ¢ 

Mr. Prarr. The Aviation Supply Office in Philadelphia. That is 
the agency that is responsible for all the procurements on marine life- 
saving equipment. ‘Those are rubber boats, rubber rafts, vests, and 
things of that sort. 

Senator Gitterre. On the first bid when you first bid $17 and some- 
thing, you were awarded a small contract ¢ 

Mr. Prarr. The entire amount that we bid on, you understand. 
We only bid on 25,000. We were scared. I did not want to bid on 
the full 200,000 because we had not made them. 

Senator Gitterre. But you were awarded the amount that you 
had bid ? 

Mr. Prarr. That is correct. 

Senator Gitterrr. And the other contract for the additional num- 
ber went to these other bidders / 

Mr. Prarr. Right you are. 

Senator Gitterre. Then at a subsequent time there was new adver- 
tising for bids. 

Mr. Prarr. That is correct. 

Senator Gitterre. Again you bid. 

Mr. Prarr. That is nght. 

Senator Gitterre. Did you bid approximately the same amount? 

Mr. Prarr. We bid $17.92, as compared with the $17.01. We had 
some experience in the meantime. 

Senator Gitterre. For the whole amount of the supply ? 

Mr. Prarr. For the entire amount; yes, sir. 

Senator Gittetre. Were you the low bidder? 

Mr. Pratrr. No; we were fifth low bidder on that. 

Senator Gitterre. You got that contract ? 

Mr. Prarr. It has not actually been awarded as yet; but the low 
bidder was $13.55, Goodyear. 

Senator GruieTTe. Goodyear came in on this bidding and were able 
to cut their previous bid. 

Mr. Prarr. $28 plus to $13 plus. 

Senator Gitterre. So far as you know, that has not been awarded 
under that bidding yet ? 

Mr. Prarr. That is correct. I have talked with the Philadelphia 
office two times in the last 3 days to see if I might possibly get in on 
part of it but I am told that the low bidders are what they are 
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interested in. I cannot criticize the purchasing office for their view- 
point. What I am concerned about is, here is another effort when 
war contracts are supposed to be alleviating some of the problems 
of the small company, here is an example where it is doing just exactly 
the opposite. 

Senator Guerre. I can criticize them. I can criticize them be- 
cause not in this particular office but in another subcommittee of 
this same select committee of the Senate there was a bidding let for 
another type of product in which a company from my own State 
of Iowa, incidentally, was the low bidder, and it was rejected because 
of the opinion of the procurement agency that they could not manu- 
facture and furnish the article at the price they bid. 

Now if that was an argument that could be utilized by one pto- 
curement agency to put out a legitimate bidder that we know could 
have furished it, I wonder why this procurement agency would not 
take into consideration a factor of that kind when a company like 
Goodyear would cut a bid from $28 to $13. It would seem to me that 
that argument could be used to advantage in this case, and it may 
yet—yon say it has not been used, but making a conjecture, I do not 
think it will be. 

Proceed. 

Mr. Prartr. I mention that particularly to indicate that I do not 
think that under present circumstances Government business is going 
to keep these small plants open under the present rubber allocation 
system, and that we do need a revision of this system—of this Feb- 
ruary 19 allocation—so as to keep these small rubber plants open. 

Senator Giiierre. It will go a long way or at least it will be very 
helpful. I am not blaming the Rubber Division or the Commerce 
Department but these procurement agencies, if they will approach 
this fairly and realistically so that a portion of this business can 
‘be channeled through these small plants so they can handle it, and 
help them through a period of transition it will be very helpful 
indeed. 

However, I know from my personal experience that it is much easier 
for a procurement officer to fill out a contract for a huge amount than 
to make out a number of contracts in a number of small instances. 
They do not want to do it. 

The result is that if that policy is not pursued, it simply means 
that this suggestion that the small-business man is going to have 
a chance to bid, that he is going to have a chance to come in and get 
his share of the business, is all poppycock, because he does not have 
a chance as it actually works out. It is theoretical and not frank. 
That is not your fault. : 

Mr. Pratr. No; I mention it particularly because I know after 
having talked to Senator Humphrey and Senator Thye that they are 
very, very cognizant of this particular problem up in our part of the 
country. I thought it might be helpful in solving some of these 
problems. 

Now as to the adjustments of the base period, both the adjustments 
that were made back in September of 1950 and the adjustments that 
were made in February of 1951, I would like to make one or two com- 
ments. 

The adjustments made by the Rubber Division—and by the Rub- 
ber Division I mean the Government—were based upon our normal 
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plant capacity back in September 1950 at Minneapolis and at Red 
Wing. We understand not only from the testimony here but from 
other information that I attempted to obtain, that the adjustments 
granted to the other small companies were on the same basis. That 
is on the basis of the normal number of shifts and the 5-day work- 
week, 

For example, in connection with our adjustment at Red Wing, at 
the time we were operating 6 days a week and our adjustment was 
based on a 5-day-per-week operation. Any adjustments granted the 
Big Four must have been on the same basis. In addition to that they 
had the advantage of having been in operation during a good share 
of the base period—practically around the clock—practically 6 and 7 
days a week, 

Now, these adjustments that were made and which have been cut 
back apparently resulted in an over-all consumption, according to the 
February 20 statement of Mr. Spencer; 1,430,000 long tons for the 
entire industry. 

Now I do not say that was an adjustment of consumption of 1,- 
430,000 long tons because there just was not that much to be con- 
sumed. TI call that a paper adjustment. Those paper quantities were 
not available. Accordingly from month to month they had to be 
reduced. The first reduction, I believe, was for the month of Novem- 
ber. They had to be reduced percentagewise across the board for all 
companies. It seems to me that method of providing for a consump- 
tion which would not exceed the amount available treated all com- 
panies alike. It assured equal treatment, it seems to me, of the large 
and the small. The small companies they attempted to put on a par 
with the large companies as nearly as possible. The base-period 
deficiencies for the small companies they attempted to cure by these 
adjustments on a plant-capacity basis. 

If the adjustments were made so as to make it normal for the small 
companies as well as the large companies, then if a 21 or 31 percent 
cut should come along, it w ould apply to all companies alike. If that 
cut your normal operations from 5 days to 4, it cut everybody’s 
operations from 5 days to 4 and it seems to me that that was and is the 
proper way of taking care of the inequities in the base period. There 
have been other suggestions made by other witnesses but it seems to 
me that this is the simplest, it was the one that appeared to be the 
most workable and if we did not want more than 90,000 tons of rubber 
consumed per month, that you merely had to apply a certain per- 
centage figure to the adjusted base of 1,430,000. 

Now that system was changed, as we have heard about. The rules 
were changed overnight. Nobody was given any notice. A set of 
criteria is set up that was prepared, according to one of the witnesses, 
by aman by the name of McMillan. The whole program was changed 
by a letter signed by Manly Fieischmann, who testified that he did not 
even aaeee who the Bi sig Four are. The individual who prepared the 
criteria, I do not believe, has been in business. They are very, very 
unrealistic. They tell you that if you lose business, or if you gain 
business, that does not make a particle of difference during the base 
period. 

In other words, if you should gain business during the base period 
or after the base period you get no credit for it. Your right to go out 








260 RUBBER SURVEY 


and get business is taken away from you, actually, and your inherent 
right to go out and get business is taken away from you by these 
criteria. 

If you were unfortunate enough, such as we were, to have lost a good 
share of your business just before the base period so we had to be 
shut down, that cannot \n considered. Because in these instructions 
that were prepared, as I understand it, by Mr. McMillan, he says you 
cannot take into account, in determining whether your base period 
is abnormal, first, any shifts in important volume contracts, such as 
loss of an important contract shortly before the base period. You 
cannot take into account any growth in volume over the base period 
or longer. A base period is not abnormal because it does not fully 
reflect the acquisition of new business, he says. He says seasonal 
fluctuations do not make any difference. Mergers or acquisitions with 
defunct businesses or others do not make any difference. Introduc- 
tions of a new product cannot even make any difference if you should 
have done that since August 25, 1950. At that time you were told 
you were not going to get rubber, apparently. That is when the 
allocation first went into consideration, so you cannot consider that. 

You cannot consider added production resulting from use of pre- 
viously idle equipment. 

Well, I think as a practical matter, every one of those items should 
be taken into consideration in determining whether the base period is 
a representative period in accordance with section 701 (c). 

Senator Lone. Would you mind briefly enumerating those items 
again ? 

“Mr. Prarr. Yes. Those items specified in section 5 of the February 
2 Rubber Division Operating Instructions, which went out with Mr. 
Manly Fleischmann’s letter, state that you cannot consider these 
events or these occasions as making your base per iod abnormal, or as 
giving any ground for adjustment. The first one is, “Any shifts in 
important volume contracts, such as loss of an important contract 
shortly before the base period.’ 

I do not know whether they wrote that for my case or not but 
they could not have said it any better. Maybe they wrote it also for 
Dunlop. 

Second, “Growth in volume of business over the base period or 
longer. A base period is not abnormal because it does not fully reflect 
the acquisition of new business.” ‘Third, “Added production result- 
ing from use of previously idle equipment or added shifts of opera- 
tion.” Fourth, “Seasonal fluctuations since the base per iod covers a 
full year.” Fifth, “Acquisition of or merger with a defunct business 
or one with a low base-period consumption. Of course the bases, if 
any, of the company acquired are to be included in the merged com- 
pany’s figures, but no adjustment of such totals is justified. The new 
combination does not constitute a new business which is entitled to 
special treatment.” 

I have not seen any special treatment that is worth talking about 
that has been accorded any new business, from any of the testimony 
so far. 

Then last, “Introduction of a new product by an established rubber 
consumer, unless there is persuasive evidence that a substantial finan- 
cial commitment had been made for the new product prior to August 
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25,1950.” Along that line, from the way I understood McCreary’s tes- 
timony, he had “substantial financial investment in putting in ban- 
buries and camelback equipment during the base period, and with all 
that financial equipment nevertheless his adjustments have not been 
enough to keep him operating, as he testified, more than 2.4 days. 

Mr. Suaver. Why go back all the way to August 25, 1950? 

Mr. Prarr. August 25, 1950, is the date of the first order limiting 
our consumption, or allocating the consumption of rubber. It was so- 
called allocation order R-1. That was shortly after the base period 
ended, you see. 

Mr. Suaver. Were you supposed to anticipate what was supposed to 
transpire between August 25, 1950, and February 19, 1951? 

Mr. Prarr. I frankly do not know how we could, but apparently in 
the economist’s mind, that can be done. Practically speaking, I do 
not think it can be. As it is now, we cannot tell until the end of March 
what our figures are, what we can order, what we can buy and what 
we can make for the month of April. We do not get that until the 
end of March. 

As pointed out, a pointed out that his figures for March 
he got on February 26 or 27. There are only 28 days in February. 
I do not understand very fr aakdy when you are buying rubber from 
the Government with all the attendant difficulties there are there—and 
they are horrible—when you have to buy it from the Government and 
try to get delivery of it, how you can actually operate a business, as 
this thing is now running. 

There are cases that he sets up in his February 2 letter that do 
constitute abnormalities where you can get some adjustments. 

If you are shut down because of an extended labor dispute or a fire 
or flood or other catastrophe, or some recurring technical difficulty, or 
conversion from one plant location over to another plant location, and 
businesses that were begun shortly before June 30 and after January 1, 
they should get some adjustment, but you better be very careful. 
He says, “Care should be exercised in handling such cases.” 

And then sometimes exceptional hardship, ordinarily financial, from 
requiring adherence to the base period. Most will involve substan- 
tial investments to expand plant and equipment. If there is persuasive 
evidence that a substantial financial commitment had been made 
prior to August 25, 1950, which without a base adjustment would leave 
the company in a position of extreme hardship, an adjustment to 
relieve the hardship is proper. 

Mr. Suaver. How many of these small rubber companies have one 
plant that they could transfer to another plant ? 

Mr. Prarr. I do not know. I doubt that there are very many. 
You may have one or two, but neither one of them is large enough to 
handle the operations of both plants; that is for certain. 

Now, changing the rules in the middle of the game, there is the 
Government that granted adjustments and it is now the Government 
that is taking them away. The business had proceeded to operate on 
the basis of what the Government had granted and what it had been 
allowed. Then overnight these rules, which very frankly, from all I 
have been able to gather, were drawn by people who did not know 
the rubber business in the least, were changed. The cuts are terrific, as 
you have seen. 
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Senator Gitterrr. Do you know of any great and radical change in 
the international or national situation that called for such immediate 
action and such drastic action ? 

Mr. Prarr. Not in January and February. 

Senator Grtnerre- Was that case presented to you people in the 
industry ? 

Mr. Prarr. No reason was ever presented to me except that they 
thought somebody in the present bureau, as now made up, thought 
that the way it was done before was wrong and they were going to 
change it, period. } 

Senator GitterTe. A very cogent reason. 

Mr. Prarr. Now, here is another little thing. I am mentioning these 
to show how people have to operate and what we are expected to do 
under this present system of allocation. 

The regulation M-2, as it existed, as it was amended on December 
29, 1950, said that “when any Government agency places orders with 
specifications requiring larger amounts of synthetic rubber than the 
manufacturer has under his current allocation,” then you can apply to 
the Rubber Division for an additional allotment. In other words, a 
so-called Government business. You could get free rubber, free of the 
allotment and allocation provisions. You do not buy it free by any 
means. 

In January, Durkee-Atwood Co. received an order from the Panama 
Canal Zone, a Government agency, with its headquarters here in 
Washington, for some butyl inner tubes. Not toomany. We got them 
on a bid there also. The order was received in January. The tubes 
were manufactured in January, and the order was shipped in January 
of 1950. They were made out of butyl. 

On January 25 I applied to the Rubber Division for an additional 
allocation of 2.950 pounds of butyl. Two thousand nine hundred and 
fifty pounds of butyl is peanuts when we talk about 1,100,000 being 
saved to the Big Four, but 2,950 pounds was 2.950 more than we had 
and under the regulation as it existed we were entitled to it. 

I received a reply from Mr. Miller in the Rubber Bureau, stating 
that I would have to furnish a DO number. I wrote back and ve 
frankly the Government agency, the Panama Canal, did not furnis 
a DO number, it was not strictly a defense order; it was a Government 
order. 

On February-first the regulation M-2 was amended so as to state 
that you could get your free rubber only if vou had a DO rating. AJ- 
though the regulation prior to that time said you could get free rubber 
if you had a Government contract, without a DO rating, the letter now 
comes to us stating: 

I wish to inform you we cannot approve any requests for Government con- 
tracts unless you give DO numbers. It does not matter when your order was 
received and filled. Since the NPA order, M-2, was amended February 1, we 


must have DO numbers. If you can obtain these ratings, we will be glad to 
replace the rubber. 


There is another example of changing the rules in the middle of 
the game. I do not think that legally speaking that February 1 order 
requiring DO ratings for free rubber can be made retroactive to busi- 
ness that was procured, filled, and furnished prior to February 1, when 
the regulation then said you were entitled to have it replaced. There 
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is just another example of switching in the middle of the stream and 
we still do not know where we are. 

I do say that my recollection of Mr. Miller’s background leads me 
to believe he has been in the rubber game. I do not think he is in the 
Legal Department of the Rubber Division and should make the inter- 
pretation of the regulations when to me they are patently wrong— 
the interpretations are. 

Now, it seems to me that section 701 is intended to aid small business, 
or at least to see that it is not discriminated against. 

It seems to me that the use of the February 19 letter, the base, the 
period that they use, the actual consumption and that sort of thing, 
with some small or minor adjustments, because there may be some 

recognition of something wrong during the base period—assures the 
small company of the benefits of the Defense Production Act. It does 
not permit them to remain on a par with the big companies insofar as 
allocations of rubber are concerned, and in many instances in this 
testimony we have heard so far this week, the small company is re- 
duced to a production so small that it cannot continue to exist. There 
is no justification in my mind, either for Durkee-Atwood Co. or any- 
body else, to be cut back to a 2-day-week production whereas the large 
companies are not cut back at all, or are reduced somewhat from 7 or 6 
to 5 days a week, and maybe even 4.9 days a week, I do not know just 
what. 

Senator Lone. Do you know what percentage of the business is done 
by the major companies and what percentage is done by the smaller 
ones? Do you have those figures? 

Mr. Pratr. I do not have them accur: ately, Senator, but I believe 
those figures were put into the record earlier, about 58 or 59 percent 
on an over-all basis done by the major companies. 

Senator Lona. How many do you have in mind ? 

Mr. Pratr. United States, Firestone, Goodrich, and Goodyear. My 
figure may be wrong, but that is my recollection of the figure put into 
the record. I think these small companies use 30 to 35 percent of the 
rubber. The nine-hundred-odd companies as compared with the four 
majors, that is. 

Senator Lone. There are probably several companies of substantial 
size that do not fall in with the four majors. 

Mr. Pratr. That is very, very true, but they are included in this 
figure of 30 to 35 percent that I have mentioned. 

Senator Lona. They are included in the 900? 

Mr. Pratr. Yes; they are included in the 900. Now, something 
has to be done. I do not mean in the middle of April. I know that 
Sunday is April Fool’s Day. I certainly hope we do not wake up 
Monday morning with another fooler. But we have to have some- 
thing specifically done very, very rapidly. “Immediately” means 
sooner than immediately, if I can make it any stronger. 

The temporary approach, if you want to call it that, to this, seems 
to me to be to eliminate this February 19 order of Fleischmann, at 
least so far as it affects the small companies. The February 19 letter 
I do not believe hurt the big companies. 

Let us get back to those adjustments that were made by the Gov- 
ernment previous to February 18. If that results in a paper figure 
which is more than we are permitted to consume, then let every com- 
pany, the large and the val take it percentagewise. 
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It seems to me that pending the next 2 months, April and May, 
while we have a chance to sit down and work out a reasonable, work- 
able allocation system to protect the small companies, something 
drastic should be done and should be put into effect immediately. 

Then if we are reduced from 5 days to 3 days a week, and we are 
satisfied that the big companies and the rest of the companies are 
treated on the same basis, we have nothing to kick about. We will 
take our sacrifices proportionately along with the sacrifices of the 
other companies. 

We have heard of actual examples here where the big companies 
are going out and, because of their apparent satisfactory allocation 
of rubber, are taking business away from the small companies. 

This is not a temporary matter, taking away that business tem- 
porarily. For every bit of business that a small company loses be- 
cause it cannot get rubber, one of the larger companies, under the 
present system, is going to take. 

Senator Lone. It appears 701 does support your argument particu- 
larly if you read the section as a whole. For example, 701 (a) says: 

It is the sense of Congress that small business enterprises shall be encouraged 
to make the greatest possible contribution toward achieving the objectives of 
this act. 

Now, that does not qualify that statement. 

Then section (b) starts “In order to carry out this policy” and 
sections (b) and (c) both indicate they are in pursuance of the state- 
ment in section (a). 

Section (b) (iii), in administering this act, such exemptions shall be provided 
for small-business enterprises as may be feasible without impeding the accom- 
plishment of the objectives of this act. 

Now, that would appear that where small business is getting but 
a small portion of certain types of business, exemptions might be pro- 
vided for them that might apply to the larger concerns, 

Mr. Pratt. I think so, very definitely. 

Senator Lona. It is clear in that section that this does not provide 
that the same effort should be made to protect large business, under 
the theory that large business is the one which loads up on defense 
contracts first. 

Section 701 (c) apparently pursues the same idea of protecting 
small business. It say: 

Whenever the President invokes the powers given him in this act to allocate, 
or approve agreements allocating, any material, to an extent which the President 
finds will result in a significant dislocation of the normal distribution in the 
civilian market, he shall do so in such a manner as to make available, so far 
as practicable, for business and various segments thereof in the normal channel 
of distribution of such material, a fair share of the available civilian supply 
based, so far as practicable, on the share received by such business under normal 
conditions during a representative period preceding June 24, 1950, and having 
due regard to the needs of new businesses. 

That means that a company which had difficulty in the early periods 
should have consideration in some fashion toward getting sufficient 
supplies. Since the entire section refers to the encouragement of 
small business and section (a) refers to the encouragement of small 
business, and section (b) refers to measures to carry it out, and 
section (c) falls in the same section, it is apparently intended to be 
encouragement to small business and not necessarily protection for the 
larger concerns. 
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Mr. Prarr. As you have stated, it seems to me that in the basic lan- 
guage in 701, the policy is set out right at the very beginning that small 
business enterprises be enc ouraged. 

Senator Lone. It was the chairman of this Small Business Com- 
mittee who offered this amendment, thinking entirely in terms of small 
business. The Congress meant that “such business” meant “small 
business.” 

When he mentions that there should be no dislocation of the normal 
civilian supply, certainly one of the things he would have had in 
mind, it would seem, would have been that the supply not be so dis- 
tributed that big business would be out picking up the customers of 
small business. 

Mr. Prarr. Yes. Diverting a little bit in one of these criteria that 
are set up in the MeMillan letter, or criteria or regulations or what 
have you—operating inst ructions—says that you cannot take care of 
new business that has come in, 

Now, somebody has made the statement and it has been repeated to 
me, insofar as tires, for example, are concerned, that rubber follows 
the mold. We saw an example of it in Mr. Neeley’s testimony this 
morning. The rubber is going to follow the mold. You cannot pro- 
vide for new business if a small company gets a mold transferred from 
another company. You will not get the rubber for it. You are not 
supposed to do that under this criteria. 

Just imagine one of the large oil companies taking its tire molds 
away from one of the Big Four and giving those molds to another 
one of the Big Four. Do you not think that the one that got the molds 
would get the additional rubber? It just cannot be done otherwise, 
and these criteria do not recognize that situation. They have to be 
thrown out, it seems to me. 

Senator Lona. I will be frank to tell you when I first saw this see- 
tion 701 (a) and heard the argument of the representative base period 
that had been picked out, I felt it would be the most logical base period 
to pick, but in view of the fact that this section is entirely a small- 
business section and was intended as such, it would seem that it was 
in line to pick a representative period for small business. Almost 
everything in this section relates to small business and was so in- 
tended. ‘Therefore, it seems as far as 1950 is concerned it is not a 
representative period for small business, particularly as it was a time 
when small business was beginning to feel the squeeze of larger com- 
petitors who were apparently getting things pretty much their way. 

Mr. Prarr. From what I understand, it is the purport of some 700 
letters and telegrams submitted to this committee. I think your state- 
ment is absolutely right. The base period, with a few minor excep- 
tions, is very, very unfavorable to small business. 

Senator Lone. In view of the fact that this period is very un- 
favorable to you and apparently unfavorable to almost every small- 
business concern in the rubber business, would it not appear that sub- 
section 3 of section (b) there, that exemptions should be provided 
wherever they could be feasibly provided, without defeating the pur- 
pose of the act. Ishould think that could be used. 

Mr, Prarr. Yes. The Rubber Division would say, “We have pro- 
vided for those provisions when we say that anybody using less than 
25,000 pounds is not covered by the regulation.” 








266 RUBBER SURVEY 


They have recognized the language of that subsection 3 to that 
extent. 

I think the act should be interpreted broadly. Exemptions mean 
adjustments. At least so far as small business is concerned. The 
adjustments that were made by the Government in the fall of 1950 
were made to put the small business, so far as possible, on a par with 
the large companies, and then when the cuts came, let them all take it 
alike. 

Senator Gutetre. In addition to the provision Senator Long has 
called attention to, it would seem that the decision not to give con- 
sideration to new business clearly contravenes the will of the Congress. 

Mr. Saver. May I add, Mr. Pratt, that Secretary Sawyer, when 
he appeared before the Banking and Currency Committee of the 
Senate in the hearings on this act, asked that it be couched in the 
broadest terms possible. 

Mr. Prarr. It is certainly not being followed in line with those 
statements at the present time. 

Mr. Suaver. I have one question, Mr. Pratt. Section 701 (b) (iii), 
do you feel that the small businesses could be exempted from the 
February 19 letter? 

Mr. Prarr. Yes. 

Mr. SuHaver. You believe that could be brought about under that 
section ? 

Mr. Prarr. Yes, absolutely. 

I have one additional comment to make in connection with the 
effect on the small companies of the present allocation system—not 
the immediate effect of staying alive today, tomorrow, and in the 
next month or two, but the over-all effect. If the big companies, 
with their additional rubber allocation, are taking away the business 
of the small companies—and that is going on, and it is bound to go 
on more and more and more—we do not lose that business tem- 
porarily; that business is obtained and it is retained when the emer- 
gency is over. 

You can bet your last dollar that the Big Four will do everything 
they possibly can to retain that. 

Now, if that is not leading to one of the worst squeeze plays and 
toward monopoly within the Big Four, with the aid of the NPA, 
I do not know what I am talking about. 

Senator Giutetre. I think you do know what you are talking about, 
and I think there is no question about the fact that historical experi- 
ence shows that business lost in that way is not recoverable to any 
large extent. 

Senator Lone. At least not by the small concerns. 

Seantor Giuterre. We will have to hurry along. We are very, 
very grateful to you and I think I can assure you on behalf of this 
subcommittee that your suggestion for consideration of some action 
to operate and gain time for reexamination will be seriously con- 
sidered by us. 

Senator Lone. It appears to me that sooner or later we are going 
to have to turn over these synthetic-rubber plants to private industry. 

Are you willing to take your chances on getting a supply after that 
is done? 

Mr. Prarr. I will take my chances on that, even after today’s talk. 
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Senator Lone. Does your concern have any interest at all in the 
management contract of synthetic plants? 

Mr. Prarr. None whatsoever. We have never been asked to par- 
ticipate and because of that we have never considered the problem. 

Senator Lone. But it would seem that if new plants were to be 
built, or when it was undertaken to turn these plants over to private 
industry, if that is to be done, there might be some effort made to 
make some plants available to the smaller concerns joined together 
to operate the plant if they can organize and manage one. It seems 
to me that should be considered. 

Mr. Prarr. As a matter of policy, I am all in favor of the plants 
being turned over to private industry. I think we will get further. 

Senator Lona. I would point this out to you: I have seen cases 
where more and more the larger corporations are going in for what 
I would call an integrated service. That is paper companies manu- 
facturing paper and when the time comes around where there is not 
enough paper, they put it in their own channels and their customers 
do not get their paper. 

We have seen the same thing in the steel business. The independent 
finds that his steel is gone. 

If we pursue a policy y of turning these things over to private indus- 
try, it might be a good idea to see if there is an opportunity to let 
small business take care of themselves. 

Senator Giuuerre. I am quite sure that this subcommittee is going 
into that field very extensively. 

Thank you very much, Mr. Pratt. 

Mr. Prarr. Thank you for the time. It was longer than I antic- 
ipated. 

Senator Griterre. The next witness comes from the southern State 
of Mississippi. I am going to ask the very able Senator from Mis- 
sissippi to preside. 


STATEMENT OF W. 0. DISMUKE, PRESIDENT, DISMUKE TIRE & 
RUBBER CO., ACCOMPANIED BY L. H. RAY, FACTORY MANAGER 


Mr. Dismuxe. My name is W. O. Dismuke, I am president of the 
Dismuke Tire & Rubber Co., Clarksdale, Miss., a concern which em- 
ploys 124 people and is the largest employer of industrial workers in 
the county. I think it will be interesting and of some interest to the 
committee to know something of my personal background. 

I left public school in the eighth grade at the age of 15 to operate 
a tire-repair business in Clarksdale, Miss. In connection with the tire 
field, I became interested in the recapping of automobile tires. Our 
tire-repair shop was the pioneer in our section of the State in the 
recapping business. When World War II came on, our recapping 
business was greatly expanded and I made considerable money during 
the war years s through the expansion of this business. After the war, 
when recapping became widely accepted, I thought I saw an oppor- 
tunity to establish a successful and profitable business in the recap- 
ping field in the South. We determined to build a factory to manu- 
facture camelback, the raw material used in recapping automobile 
and truck tires. 

In 1946, I took this matter up with the Reconstruction Finance 
Corporation and secured a loan, Through bank participation of my 
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local bank and the RFC, I secured a loan of $80,000 to build and 
erect a plant for the manufacture of camelback and inner tubes. The 
business was capitalized at $200,000. I then attempted and did secure 
experienced production men and established an expert sales force. 
This business has had its ups and downs just as the establishment of 
any new business, but our len difficulties have not been in the manu- 
facture or sale of our commodity, but our troubles were in securing 
the raw materials. 

From the beginning, the business prospered. When the loan was 
secured from the RFC, the RFC insisted that the business start in a 
small way and expand through growth, but they did permit the con- 
struction of the buildings to take care of the growth which was antic- 
ipated. The profits and the volume of the business by May 1950 had 
progressed to the point where the expansion originally contemplated 
became desirable. 

There was an entire small rubber plant located at Parkersburg, 
W. Va., which was in bankruptcy and we bought a large portion of 
the manufacturing equipment of this plant and transported it to 
Clarksdale, Miss. It was installed and ready for production in 
September 1950. 

At the time of the purchase of the machinery, our plant was ob- 
taining enough rubber to operate three shifts a day, 5 days a week. 
When the additional machinery was installed in September, it be- 
came necessary that we secure some additional rubber for the expanded 
operation. We then filed an appeal with NPA in September 1950 
which was granted November 20 in accordance with the plant ca- 
pacity on a 5-day workweek basis. This base was established by 
the Rubber Division under Mr. Earl Glen. The base was then reduced 
by the cuts then prevailing throughout the industry which allowed us 
a 4-day workweek in accordance with other factories of this type. 

We had no complaint whatever to make in connection with this 
reduction since it was equitable and fair and affected all segments 
of the industry. Our plant was working. We were encountering no 
difficulty in selling our commodity. In fact, we did not have enough 
of the commodity to anywhere near meet the demand, when we were 
notified without warning that the amount of rubber which had been 
granted by the Rubber Division was abruptly terminated in March. 
The plant was then three times the size of the original plant. This 
represented a cut in our rubber allocation of approximately 70 percent. 
We had been working 4 days a week and now we could only work 134 
days a week. 

The committee will understand that no business can operate on such 
a basis. Our employees are greatly upset and we are in no position to 
give them any assurance whatever as to what their future will be if 
they remain with us. When we received the notification of the reduc- 
tion of 70 percent in our rubber allocation, we came to Washington 
and filed an appeal with the Rubber Division then headed up by “Mr. 
Leland Spencer, and we secured a little additional rubber but hardly 
a fraction of what was necessary to operate our plant on a 4-day or 
5-day workweek. 

Briefly, in September 1950, before the plant was expanded, we had 
an average of 260,000 pounds a month. When the appeal was filed 
in November we were increased to 742,844 pounds a month of GRS 
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rubber for camelback. Inthe March cut-back we were allowed 165,000 
pounds per month. After our appeal we were given 381,000 pounds. 

Senator Lone. How do you stand now that you have 381,000 
pounds ¢ 

Mr. Dismuxe. We are only able to work one day and three-quarters 
a week now. It is only about 50 percent. We are working a little less 
than 2 days a week average. 

Senator Lone. How long were you working ? 

Mr. Dismuxe. We were working 4 days a week, full time, three 
8-hour shifts. 

Senator Lone. Aroung the clock? 

Mr. DismuKer. Yes. We cannot run a rubber factory successfully 
unless you do it on an around-the-clock basis. There is so much trouble 
in getting steam up and getting ever ything going. 

Senator Lone. You have to keep your rubber hot while you are 
doing it ¢ 

Mr. Dismuke. We have to keep it warmed up; yes, sir. 

Any technical question, Senator Long, I have Mr. Ray, who is our 
factory manager, and chemist and is an expert in the rubber business 
and will be happy to answer any question that comes up. 

Senator Lone. In other words, it is better to operate three shifts 
if you can, rather than to shut down and take up the next day, is that 
right ? ¢ 

Mr. Ray. Yes, sir. The losses you incur in time and processing in 

getting your rubber hot and getting your production line flowing are 
oreat and if you keep the continuous process, your production is “that 
much more satisfactory. 

Senator Lone. Thank you. 

Mr. Dismuke. The Dismuke Tire & Rubber Co. is located in the 
heart of a great agricultural region. We are today supplying a large 
amount of recapping materials to recappers in the entire southeast 
United States. We have jobbing connections in the upper Mississippi 
Valley as far away as St. Paul, Minn., but 90 percent or more of our 
product is sold in the Southeast. We have 450 regular customers in 
the southeastern part of the United States, which, according to our 
best estimate, represents far in excess of 50 percent of all recappers in 
the Southeast. 

The recapping business has always been considered by the major 
rubber companies as a competitor in their sale of new tires. For that 
reason the major companies have never pushed the sale of camelback. 
This was the principal consideration in the establishment of our 
business because we felt a camelback factory located in the South 
would render a real public service, as well as furnish a fine business 
opportunity. We are now confronted with the situation where our 
competitors, being limited in the production of new tires, will utilize 
this bonus rubber and push the sale of camelback and take away 
from us the customers we have built up. This would be a permanent 
damage to this company. In short, the rubber we cannot get, they 
have. They have it to use as an item of economic oppression to their 
competitors in all segments of the rubber industry. 

If this committee does not take action and if the Government poli- 
cies are not changed, small rubber companies throughout the entire 
United States will be driven to the wall through Government. bounty 
to the strong. We will not only have to fight for our competitive life 
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against all the obstacles which small business confronts in competing 
with larger business, but through the power of allocation of raw 
material we will be confronted with the full force and power of the 
United States Government devoted to our destruction. 

I want to point out to this committee one very significant fact that 
in the recapping business we utilize several important materials. We 
utilize sulfur and I am informed that sulfur is one item that is in 
shorter supply than any other. Yet we have sufficient sulfur. We 
use polyethylene backing for our camelback. Polyethylene i is in criti- 

cal short supply. We have sufficient polyethylene. We use zinc oxide 
in the manufacture of our product. Zine oxide is critically short. 
We have sufficient zine oxide. We use carbon black and ec: arbon black 
is critically short. We have sufficient carbon black. 

These industries supplying these short items are all operated by 
private enterprise. Apparently private enterprise has been able to 
allocate materials in short supply with considerable fairness and 
equity. The Government plants, however, owned by the people of 
the United States, seem to be the only operation in indesriat America 
where monopoly has been able to shut off the sources of supply on an 
equitable basis to American business. There must be a reason and I 
trust this committee will discover the cause and remedy it. 

Other witnesses who have preceded me have offered suggestions as 
to what they thought a proper basis would be for the allocation of the 
Government rubber supplies. Frankly, I can think of no better sys- 
tem of distribution than to distribute this rubber to all companies on 
the basis of a certain number of days work for all companies engaged 
in the manufacture and processing of this rubber. It should be com- 
paratively easy to determine the maximum capacity of any plant. 
Then, allocate the rubber equitably, according to plant capacity fur- 
nishing each and every one a sufficient amount of rubber to occupy 
their workers a definite number of days a week. Why cannot we work 
out a parity system for the distribtuion of this rubber according to 
the plant’s capacity to produce? 

Senator Lone. You also have the market, do you not, the customers? 

Mr. DismuKe. Yes, sir; definitely. 

Senator Lone. And were you selling those customers ? 

Mr. Dismuxe. Yes, sir; those customers are gone. 

Mr. Saver. I think at least 150 telegrams © we have will strongly 
attest to that fact. 

Mr. Dismuke. I have nearly 200 copies of telegrams our customers 
have sent their Senators requesting some help be given us to enable 
them to operate their recapping shops. The other companies will not 
ship down South. There is something wrong there. I do not know 
why. The freight rate must be too high. 

If it was not for us, Florida would be out of business. Georgia, 
Louisiana, and Texas would be out of the recapping business. There 
is something wrong. I do not know what it is. There is a nigger in 
the w oodpile somewhere. 

Senator Lone. As far as you can see, section 701 is not being prop- 
erly considered. You do not think they have been considering your 
business, do you? 

Mr. DisMUKe. Senator, I do not believe I understand that question 
thoroughly. 
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Senator Lone. You do not see where there has been any application 
of section 701 providing that in administering this act the admin- 
istrator will administer these regulations in such a way as to have 
regard for the needs of new businesses ? 

Mr. Dismuxe. No, sir, I certainly do not. 

Senator Lone. It is just the opposite ¢ 

Mr. Dismuxe. It is reversed. 

In fixing parity for agriculture Congress wrote the formula and 
established a 5-year base period after committee hearings and after 
months of discussion. When there is over-production of a crop and 
Congress orders controls to be placed and acreage reduced, Congress 
writes a formula. Congress does not permit one segment of the Cot- 
ton Belt to get all the acreage and reduce another section to poverty. 
Yet in the allocation of rubber, we find a base period has been estab- 
lished which will fatten some producers and starve others and while 
the Government owns the plants, Congress has not yet fixed a system 
of allocation of this raw material. 

Senator Lona. And when the emergency is over-—— 

Mr. Dismuxe. There will be 50 of them down there trying to sell 
you a carload of that synthetic rubber. 

Senator Lone. On the other hand, by that time these larger con- 
cerns might have your camelback business tied up, might they not? 

Mr. Dismuxke. Senator Long, they will have every bit of it. They 
want it bad now, it seems like. You will find out. 

It would be infinitely better—if this committee cannot, through ne- 
gotiations with the Department of Commerce, arrive at a fair system 
of distribution of the rubber—for Congress, after committee hearings, 
to write a formula which would be fair to all for the allocation of this 
rubber. I think I speak for everyone in the industry when I say if 
Congress will assume the burden of writing this formula, everyone 
will then be satisfied regardless of the outcome, but I do not believe any 
one in the industry is going to be satisfied to be destroyed by a bureau- 
cratic decree. 

There has been much said about truck tires. As a matter of fact, 
the manufacture of truck tires requires only a small amount of syn- 
thetic rubber. Natural rubber is still largely used in the manufacture 
of large truck tires. In this field, too, there is a great place for con- 
servation of rubber through a liberal allocation of camelback for 
the purpose of recapping these tires. In fact, camelback and the re- 
capping industry holds the greatest prospect of conservation of any 
segment of the rubber industry. When the tire is recapped using a 
small amount of rubber, you conserve the rayon and the cotton and 
the rubber which has not been worn away. In fact, you conserve 80 
percent of the original tire, as well as the man-hours of labor involved 
in its manufacture. Moreover, in the time of rising prices, it brings 
economy to the American people, especially to truck owners and to 
farmers who use tractors extensively. 

As the committee can see, the base period holds no hope for us 
nor for any other growing and expanding business that started just 
prior to the inception of the base period. In our particular instance, 
our plant had its capacity tripled through purchases made prior 
to the allocation period. Under the regulations issued in connection 
with the March order, redress was supposed to have been provided 
to take care of plant expansion and to take care of hardship. 
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I tell the committee that I filed an application on this basis but 
I did not secure any substantial relief. This company cannot live 
under the March order. The appeal that was granted in December 
permitted me to operate our plant 4 days a week. This plant has been 

closed down three times in the last month because of the lack of 
cube. Other witnesses have testified that they have had hardship 
visited upon them because of a lack of adequate inventory. The regu- 
lation provided for a 20-day inventory so that companies could plan 
their production schedule. This company has never had over 4 days 
rubber inventory at any one time, but I was informed this is not 
true throughout the industry. Some companies have their 20 days’ 
inventory and some companies apparently do not have trouble get- 
ting adequate supplies of rubber. It would be interesting to observe 
what companies in the industry have the inventory on h: ind and then 
contrast those few companies with the names of the companies that 
are satisfied with the present allocation of rubber. 

Another suggestion that I would like to make which would go a 
long way toward solving our own plant difficulties is to adopt. the 
policy relative to camelback that was adopted during World War 
II. During World War IT a certain amount. of the critical short 
rubber supply was set aside so that the manufacture of camelback 
could be used for the recapping of automobile tires and the conserva- 
tion of the short rubber supply. This policy has already been es- 
tablished in other industries through maintenance and repair orders 
known as MRO priorities. Actually, the recapping of an automobile 
tire is no more than maintaining or repairing an automobile tire. 
If you have a maintenance and repair order in other industries, why 
should not it apply to maintenance of automobile tires? 

As pointed out above, 80 percent of a truck tire is conserved when 
it is recapped. I point this out to the committee not as a solution 
for the equitable distribution of rubber because it would not meet 
the needs of all companies even though it does meet our particular 
need, but I want to emphasize it as a conservation measure. 

I want to assure the members of the committee that we deeply ap- 
preciate the interest that has been manifested by the Senate Com- 
mittee on Small Business and we want to assure you that we have 
not come to you for redress until all administrative appeal has been 
exhausted. We feel that our industry and the implications of these 
hearings are important to us individually and to the nation eco- 
nomic ally. I believe I speak for all the witnesses when I say we 
sincerely and deeply appreciate the consideration you have ac- 
corded us. 

Senator Lone. Your needs are typical of the small businesses, and 
particularly the new businesses in the rubber field and that is cer- 
tainty an indication that the act is not being administered the way 
Congress intended. 

Just how much have recapping methods improved since World 
War II? Tf you do not have an exact answer to that, perhaps Mr. 
Ray can tell us. I recall during World War IT my recapped tires were 
not so satisfactor vy. 

Mr. Dismuxe. Well, Senator, all of the gyp artists have gotten out 
of the business. In other words, so many people during W orld War II 
had no know-how whatsoever in the recapping business. In fact, they 
were just the get-rich-quick kind. They bought any kind of old equip- 
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ment and any equipment they could think of and tried to go into a 
business where they thought they could get rich in a hurry. 

I have the largest tire-rec apping operation in the South, in the 
small town of Clarksdale, Miss., with 17,000 people. We operate 24 
hours a day, 15 molds. Those molds are operated all the time for 
the purpose of that particular community. We do a lot of business 
all through Mississippi and Louisiana, Tennessee and all around. We 
have pick-up trucks that go out and get these tires from the farmer 
and bring them in, and we recap them, and repair them. 

We have the only large rear-wheel tractor recapping mold south 
of Memphis in our plant to recap these large rear-wheel tractor tires. 
You are familiar with all that, though. 

Senator Lona. Are there other recappers who have similar facili- 
ties throughout the South? 

Mr. Dismuxe. Yes, sir. 

Senator Lone. Can they do a better job than they did during World 
War IT? 

Mr. Dismvuxe. Yes, sir. We feel that we are specialists in our own 
particular field. We have done a promoting job to encourage these 
recappers to do a good job. 

Senator Lone. How m: iny miles do you think a person can get on a 
tire that is recapped for the first time? 

Mr. Dismvuxe. A lot of the fellows in here are going to think I am 
telling a story, but I am able to verify this definitely. We have fif- 
teen 10: 00 by 20 truck tires, these twin-bead truck tires that they have 
been so much concerned about—in fact, our own fleet that trans- 
ports this rubber to and from our factory and to the customer. Our 
new tires deliver to us around 32,000 miles average, on a 10:00 by 20. 
After we have worn the tire slick, we recap it and we are averaging 
over 54,000 miles on the recap. 

Senator Lone. Do you mean you are getting more miles by 50 per- 
cent on the recap ? 

Mr. Dismuxe. Than we are the new tire. 

Senator Lone. Than you would on the new tire? 

Mr. Dismuxe. Yes, sir; I can verify that; that is the truth. 

Senator Lone. You have done that with your own fleet of trucks? 

Mr. Dismuke. Yes, sir. 

Senator Lona. That is quite a sales talk, is it not? 

Mr. Dismuxe. No, sir; that is the truth. 

Mr. Sraver. I have just one question. 

On page 3 of your prepared statement you indicate you are being 
confronted with a situation where your competitors will utilize this 
bonus rubber. Do you have any evidence that any of your competitors 
are supplying or have promised to supply your customers ? 

Mr. Dismuxe. Nothing other than what my customers tell me. 

Mr. Suaver. They have indicated to you that competitors of yours 
will supply, or are supply ing? 

Mr. Dismuxe. Yes, sir; and believe me, they are going to do it too. 
You can make three guesses and leave out two as to what they are 
going to do to us on this basis. 

Mr. Suaver. To what competitors are you referring specifically ? 

Mr. Dismuke. I promised myself that I would not use any particu- 
lar personalities in this thing. Anyone can tell you. Anybody 
knows. Who got the rubber? ‘Somebody got it. 
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Senator Lone. Are the concerns that are getting your customers 
among the four largest in the country ¢ 

Mr. DismuKe. Yes, sir; definitely. 

Senator Lone. Practically all of them? 

Mr. Dismvuxe. Not practically ; 100 percent. 

Senator Lone. The concerns that are taking your customers 100 per- 
cent exist among the top four producers in the country ? 

Mr. Dismuke. Yes, sir. Senator Long, they are the fellows with 
the rubber now. Due to this high peak of automobile production that 
gives it tothem. They have plenty of money to build up inventories 
during the wintertime. 

Senator Lone. In other words, as far as you are concerned, the way 
the act has been applied as administered to you is in complete contra- 
vention of section 701 in that there is really no regard to the needs of 
a new business, insofar as you are concerned ? 

Mr. Dismuxe. That is right. 

Senator Lone. And in the second place, there is a complete dis- 
ruption of the normal trade channel and the large concern is taking 
your customers ? 

Mr. Dismuke. Yes, sir. 

Senator Lone. Probably to the extent of about half of the volume 
of business you had been doing when the order went into effect? 

Mr. Dismuxe. After we made this appeal, Senator Long, they did 
not—this increase in rubber was not given to us in camelback material. 
This 380,000 pounds of material, they took 65,000 pounds of it away 
from us since they gave it to us. 

Senator Lone. Now, these large concerns unfortunately are faced 
with this factor that their demand for original equipment tires has 
been reduced by about 25 percent. But they are going to get that 
back, are they not? 

Mr. Dismuke. Yes, sir. 

Senator Lona. On the other hand, while their demand for that is 
reduced, they are getting your business ? 

Mr. Dismuke. Yes, sir. 

Senator Lone. And you do not even have the supplies to compete 
with them to hold your own business? 

Mr. Dismvuxe. Thatisright. If they will give us an equal chance— 
all we want is to be honest and fair—if they will put us on the same 
fair basis and give us the same advantages, I promise you and I will 
guarantee you that they will not get in the South. I will promise you 
they will not. 

Mr. Suaver. Have you been approached in any other manner by 
any of your customers, competitors, or anybody, in connection with 
the supply of rubber? 

Mr. Dismuxe. No, sir. 

Mr. Suaver. Not by anyone? 

Mr. Dismuxe. No, sir. 

Mr. Ray. There is one point that I would like to bring forth at this 
time. When I went around to get the permits for our rubber alloca- 
tions for the month of April, they had neglected one crumb over there 
that they picked up on this go-around. That is, there are two types 
of GRS synthetic rubber that are used mainly in the production of 
tires and camelback. One is known as cold rubber, which is produced 
by a different process, or with a different temperature at the reactor. 
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It is a superior rubber as has been publicized. At their second go- 
around on the thing, they cleaned that up a little bit. 

They went back to the base period for allocation of that. We, being 
a small company, were not allowed to purchase any of that in the base 
period. It was just getting started good so we had no historic use 
on it, and therefore we were not allowed any of that material. 

Mr. Dismuxe. They took it all away from us. 

Mr. Ray. We need that particular type of material. 

Senator Lone. You were also manufacturing new tires? 

Mr. Dismuxe. We have no production but innertubes and camel- 
back. We increased our camelback production due to the demand 
that we had for our product. 

Senator Lone. When did you start producing innertubes ? 

Mr. Dismuxr. Camelback and innertubes are a diversified busi- 
ness, Senator. Those two businesses go hand in glove with each other’s 
operation. You can run the extruder 8 hours and then put a camel- 
back head in and start running the rest of the time. In other words, 
it is a diversified operation. That is something that has given us an 
advantage in this particular sector. 

Honestly, during ordinary times, so many people have always told 
us that we were nuts going into this business anyway, simply because 
these big companies would run you out from a production standpoint. 
We were silly enough to go in it facing all of those facts too, knowing 
and seeing that the ‘South needed some industries. 

Our plant was built under the balanced industry with agriculture 
law. You know how that works in our country. They give us 5 
years free taxes to encourage business to come into our particular sec- 
tion and they built us a building. 

Senator Lona. They even built you a home to start in a new busi- 
ness. 

Mr. Dismuke. Yes, sir. We borrowed $80,000 and we have started 
expanding this. We got an additional $37,500, and then they gave 
us $75,000 line of credit to buy this material. I owe RFC about $90,000 
on the original loan. I got $80,000 and paid down on it and ys I 
borrowed $37,000 more. Actually, I owe them about $90,000. I owe 
that much to RFC right now. We owe the RFC for this material 
of $50,000. We owe ‘RFC today $140,000. We owe the Coahoma 
County Bank & Trust Co. $90,000. We owe the First National Bank 
in Memphis $85,000. 

Senator Lone. This may cause them to lose the money they loaned 
you? : ek % 

Mr. Dismuxe. Yes, sir. It will be worse than that Lustron deal, too. 

Mr. Suaver. I appreciate the fact that you do not want to name 
any names and I am not asking you to, but I would like to ask you 
this one question : Did your c ustomers, in their conversations with you, 
name specific companies which would be able to supply your cus- 
tomers ¢ 

Mr. Dismuxe. Yes, sir; they did. 

Mr. Suaver. They did? 

Mr. Dismvuxe. Yes, sir. 

Mr. Suaver. That is all. 

Senator Lone. Thank you very much. 
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Mr. Dismuxe. I appreciate this opportunity and I appreciate the 
help you are giving us here. I think something in our best interests 
and the best interests of these other companies will come out of it, too. 

Thank you. 

Senator Lone. Mr. Thomas Murray of the W. J. Voit Rubber Corp., 
Los Angeles, Calif. 


STATEMENT OF THOMAS H. MURRAY, REPRESENTING W. J. VOIT 
RUBBER CORP., LOS ANGELES, CALIF. 


Mr. Murray. Mr. Chairman, after the comments of Mr. Pratt and 
Mr. Dismuke, about all I can say without repetition is just “Me too.” 

However, there are a few pertinent facts that are prevalent to the 
west coast that we feel have not been brought out at this point. 

The W. J. Voit Rubber Corp. is not a new company. They have 
been in business since 1922 and have been very dominant in the devel- 
opment and production of camelback since 1922. We feel that the west 
coast marketing production and all other conditions founded in manu- 
facturing are entirely different than anywhere else in the United 
States. 

Based upon that predication, I have prepared this statement which 
I would like to read and with your permission to digress occasionally 
for clarification. 

Senator Lone. Go right ahead. 

Mr. Mecrray. The purpose of this statement is to acquaint this 
committee with the effects of the present rubber-allocations program 
on small rubber manufacturers of southern California in general, the 
camelback and tire-repair segment as a whole, and the W. J. Voit 
Rubber Corp. in particular. 

It is our opinion that it is not possible to establish any given fiscal 
or calendar period as a base for allocation and have that base period 
fair and equitable to every segment of the industry. If a fixed base 
period is used for the entire industry, then it is absolutely essential! 
that certain segments be automatically granted relief so that each 
segment will be brought into parity. 

The small rubber manufacturer whose facilities and end products 
are confined to one or two segments of the industry, cannot withstand 
a curtailment in the same ‘proportions as those of larger stature, 
greater finances, and a diversification of end products. 

For example, if the major tire companies curtail original equipment 
tires, and divert that amount of RHC into certain end products, they 
could quite probably achieve a greater over-all workweek, higher 
profits, and employ a greater number of persons than at present, 
strictly due to diversification. 

The small manufacturer, on the other hand, because of limited 
finances, facilities, technical assistance, end products, and a constant 
struggle to maintain his position within his own segment, suffers 
proportionately more under a fixed base consumption- -allocation 
program. 

By forcing the small manufacturer to adhere to an industry-wide 
fixed base period, he is perhaps being penalized due to a depressed 
condition of his particular segment in relation to other segments 
that may have enjoyed capacity production during that base period. 
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We further contend that the selection of the prea base period as 
used for rubber allocations is contrary to Public Law 774. Section 
701, paragraph (b), subparagraph (ii) reads: 

Such business advisory committees shall be appointed as shall be appropriate 
for purposes of consultation in the formulation of rules, regulations, or orders, 
or amendments thereto issued under authority of this act, and in their forma- 
tion there shall be fair representation for independent small, for medium, and 
for large business enterprises, for different geographical areas, for trade asso- 
ciation members and nonmembers, and for different segments of the industry; 

Although Los Angeles is the second largest rubber-consuming center 
in the country, not one member of the advisory committee is repre- 
sentative of independent business, large, medium, or small, in this 
geographical area. Southern California is the heart of the camelback 
and retreading industry. Again, not one member of the Rubber 
Industry Advisory Committee, or the Subcommittee on Camelback 
and Repair Materials, is representative of this segment of the industry 
in this area. 

We therefore feel that enforcement of allocations strictly on base 
period consumption is definitely unfair to small independent rubber 
manufacturers in certain segments of the industry, and that the selec- 
tion of this base period could be construed as contrary to public law. 
This is legislation without representation. 

The method of allocation of rubber as set forth in the February 19 
letter, and subsequent M-2 orders and amendments thereto, com- 
pletely disrupts the normal position of the independent camelback 
manufacturers in a very essential industry. Section 11 of M-2 as 
amended requires the tire manufacturer to increase the production of 
camelback 50 percent over and above his base-period production, 
while the independent camelback manufacturer is curtailed to 80 per- 
cent of his average base-period production. 

Senator Lona. As a matter of fact, if this view had been applied 
to all segments of the industry by items, that would have been better 
for small business, than to cut the amount of rubber everyone was 
getting. 

Mr. Murray. Very definitely. I think all allocations should be 
made on the segment of the industry. 

Senator Lona. If they wanted to have the camelback increased, or 
the production of it, it would certainly seem fair that the least they 
could have done would be to let the small business already producing 

camelback go ahead and produce as much as they had been producing, 
would it not 2 

Mr. Murray. Definitely. 

Senator Lona. Rather than take the rubber away from them and 
ask the large concerns to produce that camelback. 

Mr. Murray. That is right. 

The resulting disloc ation of the independent camelback manufac- 
turer is very evident. This again is seemingly contrary to an act of 
Congress. ‘Public Law 774, section 701 (c) reads: 

Whenever the President invokes the powers given him in this act to allocate, 
or approve agreements allocating, any material, to an extent which the Presi- 
dent finds will result in a significant dislocation of the normal distribution in 
the civilian market, he shall do so in such a manner as to make available, so 
far as practicable, for business and various segments thereof in the normal 
channel of distribution of such materials, a fair share of the available civilian 
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supply based, so far as practicable, on the share received by such business 
under normal conditions during a representative period preceding June 24, 
me Ts 

Therefore, the independent camelback manufacturer is entitled to 
a 50-percent increase over and above his base-period consumption 1n 
this end product, rather than being forced to suffer a 20-percent 
cut-back. 

The W. J. Voit Rubber Corp., founded in 1922, is engaged in the 
manufacture of camelback and tire-repair materials, and athletic 
goods principally for school consumption. In January 1948 the man- 
agement embarked upon an expansion program, seeking larger pro- 
duction facilities, and a greater diversification of its products. 

In April 1948, additional plant and production. facilities were 
acquired, and an immediate research and development program was 
instituted on the production and marketing of rubber floor tile, a 
new product for our company. Our management is very quality con- 
scious and development and experimentation was from April 1948 to 
October 1949, with all production on a very restricted basis. This 
development cost our company approximately $50,000. 

In October 1949 experimentation and development generally com- 
pleted, it became necessary to acquire production equipment to enter 
into volume production. In this same month, the board of direc- 
tor approved the purchase of the needed machinery in the amount 
of $104,000. Orders for this equipment were placed immediately, 
and installation began as early as March 1950. Further, we spent 
$11,000 in acquiring a new extruder and automatic head to increase 
the production of camelback. This installation was made in May 
of 1950. 

The $100,000 of the amount set forth was borrowed money. 

As of June 30, 1950, this company’s total book value of land, build- 
ings and equipment, not including the capital equipment set forth 
hereinbefore, was $243,591.97. Therefore, it is evident that the com- 
pany’s investment in production equipment was approximately dou- 
bled after the acquisition of the new machinery. 

All of this development and expenditure was made prior to any 
knowledge of an impending rubber shortage, and although natural 
rubber was selling for approximately 17 cents per pound, our manage- 
ment and technical department decided to use cold rubber exclusively 
for this product. I assume you know, Senator, that cold rubber is a 
type of GRS synthetic rubber. It has been our policy to support 
the synthetic rubber industry, whenever possible. We believe that 
diligent support of this industry is necessary to the normal economy 
of our country, and that such support will facilitate the development 
of new and better polymers. 

When rubber was put on an allocation basis, it was necessary to 
appeal for an allotment for this end product, and to offset our financial 
investment. Therefore, an appeal was filed with RFC August 24, 1950, 
setting forth the foregoing circumstances. 

As you know, the Rubber Reserve Office of RFC embarked on an 
informal allocation of synthetic rubber prior to any fixed rubber 
controls or anything of that nature. Therefore, we filed an appeal to 
them requesting an increased allocation of our base allotment of 
synthetic rubber. 
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Although our investment in development and equipment was made 
for the production of rubber floor tile, the equipment was basic and 
could readily be adapted to increased production of camelback. 

Because by this date the economy of our country was in a state of 
emergency, we left it to the discretion of Rubber Reserve of RFC as 
to whether an allocation of GRS cold rubber could be made available 
for the production of rubber floor tiles; if not, we would be happy to 

convert the equipment to camelback and tire repair material pro- 
duction—an essential item. 

May we quote from our appeal of August 24, 1950 addressed to Mr. 
Samuel D. Morgan of the RFC: 


The company is aware that rubber floor tile is not indispensable to our civilian 
economy. Other types of floor covering can be used satisfactorily. Our com- 
pany would naturally prefer to use this equipment as originally planned, for 
the production of floor tile. The decision as to whether or not an allocation of 
synthetic rubber can be given for this purpose must be based on facts beyond 
our scope of knowledge. 

Asan alternate request, in the event synthetic cold rubber could not 
be allocated for rubber floor tile, we asked for an additional allotment 
to enable us to convert the equipment to camelback production. 

In September we received a wire from Mr. one advising that 
our appeal was being granted, effective October 1, and was of the 
type requested for rubber floor tile. Of course, before this additional 
allotment could be acquired, allocation was transferred from RFC to 
the Rubber Division of Commerce Department. It therefore became 
necessary to file a new appeal with the Rubber Division. 

Because the emergency economy of our country was daily becoming 
more acute, we voluntar ily offered to give up our rubber tile program, 
and convert the equipment to camelback and tire repair materials, 
if an increased quota could be had for this purpose. We asked for an 
increase in allotment, not sufficient to permit us to go on a 24-hour, 
6- or 7-day workweek, but only an increase sufficient to keep our 
present employees on a two shift, 5-day week, which they had averaged 
during the entire calendar year. 

Senator Lone. We have testimony here that it is more economical 
to operate around the clock than it is to shut the plant down daily. 

Mr. Murray. I would like to qualify that. Mr. Dismuke is quite 
correct insofar as his mixing facilities, his mill operation and that 
sort of thing are concerned. We lose time when we shut down due 
to having to build up temperature within your extruders, and so 
forth. In the milling operations, generally the problem is to keep it 
cool. In the aetual extrusion your problem is to keep it cool—friction 
builds up heat and that sort of thing, but actually from a mixing 
standpoint—in other words, your feed line to your final end- product, 
it is very feasible to operate on a 24-hour basis. 

Senator Lone. Do you mean less than a 24-hour basis? 

Mr. Murray. It is quite feasible to operate on 24 hours. In our own 
set-up we recognize we could operate more advantageously on 24 
hours, but fr ukly we do not want to be piggish. We only ask for an 
equitable amount of rubber to maintain our shifts as they had been 
employed for the previous calendar year. 

The Rubber Division of the Department of Commerce granted us 
this appeal and set our base monthly consumption at 372,994 pounds, 
from a previous 185,364 pounds. This was in September 1950. 
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Of course, we were never able to acquire or consume this tonnage, 
due to the short supply of synthetic rubber. However, by working 
short shifts, and paying full time, and using small amounts of scraps 
that were available, we hoped to retain our employees until the syn- 
thetic production program could permit us to acquire sufficient rubber. 
Each month our allocations slowly increased, and by this date our 
allocation should have put us on a workable basis. 

May we emphasize that at no time have we ever requested a capacity 
base quota for our facilities. Our present facilities offer a consump- 
tion capacity of approximately 600,000 pounds per month. 

After the Rubber Division, NPA program of February 19, curtail- 
ing our production back to the base period, with a slight temporary 
adjustment to ease the cut-back, it, of course, became necessary to 
appeal the new order. Under date of February 27, an appeal was 
handed to the Rubber Division, generally setting forth the facts as 
stated herein. On March 14 we were advised that a 10-percent in- 
crease had been applied to our base quota. 

On March 16, 1951, an appeal was airmailed to the Rubber Diviston, 
protesting the small increase granted on behalf of our February 27 
appeal. This appeal is in the Rubber Division awaiting review 
at this time. 

Unless the answer to this last appeal is favorable, our company is 
faced with two alternatives: 

1. Lay off one-half of our camelback production employees, most of 
whom have been with us several years; or 

2. Dilute the available amount of polymer we are permitted to con- 
sume, and thus impair the public interest, as well as actually waste 
rubber, rather than conserve it. 

And so, after 8 months, seven personal trips from Los Angeles to 
Washington, D. C., and an untold number of phone calls, we are now 
permitted to consume less rubber than when we started, and to realize 
no return on a substantial capital investment. 

Senator Lone. You have facilities for a capacity of 600,000 pounds 
per month? 

Mr. Murray. That is right, sir. 

Senator Lone. How much are you being allowed at the present time? 

Mr. Murray. Our consumption quota for April, I have not com- 
puted it under the new percentage, but it will be about 170,000 or 
172,000. 

Senator Lone. What has been the highest you have consumed up to 
date? 

Mr. Murray. Three hundred thousand. 

Senator Lona. That is the highest you have ever consumed. Would 
you be satisfied with that ? 

Mr. Murray. I will answer that in this respect, Senator. If that is 
the condition throughout the camelback industry, yes, we definitely 
will. 

Senator Lone. I take it that you feel the fairest way to handle this 
problem would be to treat all camelback producers alike? 

Mr. Murray. Let us exclude camelback. I feel that every segment 
of the industry should be handled on an equitable basis within their 
own segment. 
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Senator Lona. It is a case of manufacturers of tires going into other 
business to increase their share of the business they have in ‘those other 
things? 

Mr. Movrray. That is right. I would not be content with 300,000 
pounds if section 11 of M-2 remains in effect permitting the tire manu- 
facturer to increase his camelback output by 50 percent and curtailing 
our own. 

Senator Lone. You would not object, I take it, to letting the large 
concern manufacture more camelback providing they would share some 
of that rubber with you and allow you to do it, too? 

Mr. Murray. Very definitely. If they go up 50 percent, we should 
go up 50 percent. 

That, basically, is the extent of my written appeal. However, there 
have been two or three things mentioned. I would like to take excep- 
tion to something you said a little while ago, Senator, if I may. I 
forget to whom you were talking, but you suggested that a tire of lesser 
quality produced during the next several months would help save 
rubber. It is my opinion and the opinion of my company that any 
time quality is sacrificed you are wasting more than you save. I will 
illustrate that in this respect: In the last paragraph of my written 
statement I say that we can dilute the av: ailable amount of polymer 
we are now permitted to consume and stretch our actual camelback 
tonnage. We can double it as far as the end output tonnage is con- 
cerned. A 10-percent dilution of a product can result in 20 percent 
or more loss in wear. That does not save rubber. 

Senator Lone. Do you do the recapping yourself? 

Mr. Murray. We do not. We are strictly a supplier and manu- 
facturer. 

I wanted to add emphasis to what Mr. Dismuke said and _ per- 
haps qualify your question to him a little more. We do not have 
our own cap shop. We are dependent upon the methods and abili- 
ties of our customers. 

We sell our camelback product on an unconditionally guaranteed 
basis to outwear any new tire in comparable usage; any new tire. 

Senator Lone. How can you make that guarantee effective when 
you are not the one putting camelback on the tires? I imagine a 
lot depends upon the proper application, does it not? 

Mr. Murray. Very definitely. 

ant Lone. My experience in World War IT leads me to think 

ads can come off the tire. 

Mr. Morray. Treads can come off for any one of a number of 
reasons; equipment, knowledge, raw materials used. Actually it is 
almost impossible to de ‘termine why a tread comes off after it comes 

I made a statement in here that the Voit Rubber Co. is very 
quality conscious. We sell quality shops also. 

Senator Lone. How do you know the shop you sell to will do a 
good recapping job? 

Mr. Murray. We know the customer; we know his equipment, 
and we know how he operates. He operates under specifications 


accepted within the industry as being a quality standard of opera- 
tion. 
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Senator Lone. Then if you had to make good too many guarantees 
for a particular shop, I suppose you would simply have to quit selling 
to that shop? 

Mr. aaaare. I have never withdrawn from any customer for that 
reason. Our adjustments last year were fourteen one-hundredths 
of 1 percent, based on guaranteeing to outwear any new tire in a 
comparable operation. 

We sell camelback to one of the largest trucking companies in 
southern California. We sell camelback to the West’s largest tank 
haulers. In every instance they will exceed their new tire mileage 
from 30 to 50 percent, after retreading. 

Now, if you were to put out an inferior tire, whether it be truck 
tires or passenger-car tires, it makes no difference. You would be 
destroying the conservation gained through recapping a good car- 
cass and extending the life of the carcass materials. 

Senator Lone. Is that standard in your business, that the person 
who applies camelback will guarantee that type of service? Will 
your competitors guarantee the same thing? 

Mr. Murray. Yes; we have some competitors who will definitely 
guarantee it; yes. Others put a fixed mileage guarantee on it. 
That is silly. It is like one of the major merchandising companies 
in the country who gives you a 10-year guarantee and the law of 
average is that only one man will bring it back anyway. 

Senator Lone. What if a man puts a new tire on the right rear 
wheel and a retread on the left rear wheel; when the new tire is 
worn slick, the tread will still be on the camelback? 

Mr. Morray. That is right, very definitely. 

I want to point out to you our experiences in Government busi- 
ness. In our little limited operation, insofar as end segments and 
manufacturing equipment is concerned, there is only one type of 
Government business that we can obtain and that is camelback. 
The Government does not buy camelback often. However, it buys in 
fairly substantial quantities when it does buy. 

I have made five trips to Detroit Ordnance; I have been to Texar- 
kana Arsenal; I have been to Benicia Arsenal; I have contacted the 
Ordnance Department in the Pentagon. To date we cannot even get 
an invitation to bid unless we hear about it through the grapevine and 
then call that particular arsenal or that particular agency and they 
will air mail it tous. We are one of the oldest people in the business. 

Mr. SuAver. I suggest you contact the Senate Small Business Com- 
mittee. 

Mr. Murray. To date, Detroit’s procurement, as well as the other 
arsenals I know of, have been strictly on a bid basis. We have been 
able to bid on three occasions by having heard of it, the bid, through 
a competitor, or something like that, and took immediate steps to get 
the direct invitation. 

For some reason, camelback bids have been going at a price quite 
often lower than raw-material costs. We cannot compete with any- 
thing of that nature. 

Mr. Sraver. Who has been getting the awards? 

Mr. Murray. The tire companies. No independent camelback 
manufacturer on the coast with which I have any contact has gotten 
any camelback. 
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Mr. Suaver. You are certain it has been sold beneath the actual cost 
of raw materials? 

Mr. Murray. As nearly as we can determine. The Department of 
Commerce bulletins have issued the prices. The Army specifications 
on camelback say that all camelback for the Army must have 55 parts 
total new hydrocarbon. If you multiply 55 parts by the cost of syn- 
thetic rubber, plus your carbon-black content, your curing agents, 
your cushion costs, your boxing costs and your freight costs, how can 
you sell it for 22 cents a pound # 

Senator Lone. You are not only speaking of materials, but the labor 
that goes into it? 

Mr. Murray. I am not including any production labor at all. It is 
raw materials. 

Senator Lone. You said boxing cost. 

Mr. Murray. No, the box. It has to be shipped in a carton. 

Senator Lone. What do you mean by boxing cost ? 

Mr. Murray. That is a misstatement. I should have said box cost 
rather than boxing cost. 

Senator Lone. Do you make the box or purchase it ? 

Mr. Murray. They all buy them. They do not make them them- 
selves. 

I point that out not for any disparaging purpose, but to show you 
that we cannot get relief from any curtailments by trying to obtain 
ordnance business. 

Senator Long. You have here a small business that has steadily 
expanded and was probably doing its best business about the time the 
order went into effect and they had ver y little base period to rely upon. 

Mr. Murray. That is right. We have a 50- -percent capital gain. It 
is 100-percent increase and 50-percent gain, in our production equip- 
ment, capital account, incurred prior to the base period, or during the 
base period, but not available for production until after the base 
period had been determined. 

We also contend that the base period is not fair nor legal, because 
none of us in this segment of the industry had anything “whatsoever 
to say about the base } period when it was determined. 

Senator Lone. You say no one in the camelback industry had any- 
thing to do with it? 

Mr. Murray. No camelback man on the west coast had anything to 
do with it. 

Senator Lona. There might have been some camelback manufac- 
turer somewhere else that had something to say about it. 

Mr. Murray. I have a list of the Rubber Advisory Committee. I 
_ not familiar with all of them, but in looking over the companies, 

I do not see an independent cameback company anywhere. 

Senator Lone. Who do you see on the list who would come near 
representing the camelback producers ? 

Mr. Murray. Perhaps McCreary. 

Senator Lone. What company ? 

Mr. Murray. McCreary Tire & Rubber Co., of Indiana, Pa. 

Senator Lone. They also make tires? 

Mr. Murray. They also make tires. 

Mr. Saver. Mr. Murray, do you have any evidence that any of 
your competitors are supplyi ing or promising to supply this material. 
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Mr. Murray. Any customer I have can get all the camelback he 
wants from a major rubber company. 

Mr. Suaver. From a major rubber company ¢ 

Mr. Morray. That is right. 

Mr. Suaver. Your customers have told you that? 

Mr. Murray. Yes. 

Senator Lone. And you are not in a position to supply your cus- 
tomers with the products you have been supplying them? 

Mr. Murray. That is right. 

Senator Lone. Is Mr. R. E. Burke in the room at this time? 

Mr. Bure. Yes, sir. 


STATEMENT OF H. C. BURKE, REPRESENTING BURKE RUBBER C0,, 
SAN JOSE, CALIF. 


Mr. Burke. Halsey C. Burke is my name. That is my father. I 
represent Burke Rubber Co. in San Jose, Calif. 

Senator Lone. Do you have copies of your statement ? 

Mr. Burke. No, sir; I do not have a prepared statement at this 
time. 

We are a company today that employs 36 people. We started our 
operation just before the second war in 1941. It was started 9 months 
prior to that. 

Through much difficulty in switching over from our gaskets that 
Wwe were using, that were nonessential, we managed to cet into war 
work and during the period 1942 and 1945, we supplied three or 
four of the large defense plants with materials that we were able 
to produce at a good price. 

We were in full production, due to the type of material that was 
required, up until the close of the war. At that time we were, as 
were many other small companies, without any consumer products. 
We were not firmly established before the war and we had to go off 
and obtain items, start out from scratch, so to speak. We did 
everything possible to keep our company operating until we could 
obtain customers in the food processing business, and accept them. 

We did manage in 1947, which was our very first year, a small 
profit. We did not do too well in 1948. We had a small loss then 
and were on a very unsound basis. 

Senator Lone. What were you manufacturing at that time? 

Mr. Burke. We were manufacturing at that time rubber gaskets 
for the plumbing industry. We were distributing them throughout 
the 11 Western States and we had a substantial customer in the Middle 
West. 

In 1949 it was a matter of dissolving the business or surviving and 
the officers of the company got their heads together—my father, my 
brother, and myself—and we employed a total of eight, besides our- 
selves, and we looked for a product that was up and coming. Mr. 
Murray of Voit mentions rubber floor tile. 

We started in the experimental stages of that particular item in the 

very latter part of 1948. We looked over the field to see how it could 
be sold on the west coast. All of the producers were then on the 
east coast and they had quite a freight problem. 

In 1949, December 1, we had our plans laid, as far as finances were 
concerned. We have a program set out where we would incorporate. 
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We had the interested people who would buy enough stock to support 
the business as we wanted it to run. We attempted to get an RFC 
loan but because of red tape it was not possible. We did, however, 
vet a bank loan and proceeded to set up our rubber-tile plant. 

This was December 1, 1949. It was just about halfway through the 
base period. We got into a very small production in March 1950, and 
in the middle of June 1950 we had one press installed, ready for full 
production. We had purchased three other presses. We had our 
banbury and our mills in operation. We had incurred a loan of around 
$40,000—it was a few thousand over that—and we were ready now to 
sell our merchandise. 

We had a fine month in July and our base, the minimum with which 
we wanted to start, was 24,000 pounds of GRS-26, in our particular 
case. We have letters in our files to substantiate this: We were en- 
couraged to use this GRS. Prior to our incorpor ating, before the base 
"er iod, it was our inter pretation that small companies and large com- 
panies alike were encouraged to use GRS in order that the plants 
could be continued. 

We asked for our 24,000 pounds of GRS. In all good faith we knew 
we could get it and we were slapped right back with 18,000 pounds 
of GRS. 

That was together with our mechanical goods that we were already 
using. In our mechanical goods at that time, we had approximately 
1,000 pounds of GRS, and 6,000 to 9,000 pounds of natural rubber per 
month was what we consumed. 

We brought this together into one plant. 

On one side we have our tile and the other our mechanical goods. 
On certain days of the week our mills operate for tile. Certain days 
it is for mechanical goods. 

In any size plant that is difficult, because we are handling color, 
but it is in one unit. 

Immediately we had a small profit, and I mean small, in a small 
company. It was around 10 percent of our gross. It was 7.7 to be 
exact. We figured that out last night. We thought it was 9. 

We progressed in the latter half of 1950 on the same basis. We were 
allowed 18,000 pounds total GRS. On August 25, when the R-1 came 
out, we had not established an exact amount of natural rubber because 
we were buying tailings from the recap shops in the vicinity of the 
bay area and using that in our low-cost product mechanical goods, and 
we did not have actually an established record as to how much new 
rubber hydrocarbon our plant had used. 

As I say, we progressed until March 1 this year. 

[ left out one little point. I wrote in and obtained permission to 
consume 6,000 pounds of natural rubber. We progressed accordingly. 
We used that amount. 

At March 1, our purchase allowances were dropped to 560 pounds. 
That was a gross error. We realized that and we called that to the 
attention of the National Production Authority and they gave us re- 
lief to the extent that we could use 1,333 pounds. a wanted to know 
about his 45 percent, what happened to the other 1,500 pounds. We 
had done everything we could to at least get our 5 percent of, as I 
imagined, this 6,000 pounds that was established as our base. 

Also, our GRS was cut from 18-000 to 14,100 pounds, substantially 
below 90 percent. 
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Senator Lone. From 18,000 to what? 

Mr. Burke. 14,100 pounds. 

Senator Lone. It was about 4,000 pounds, then ? 

Mr. Burke. Yes, sir. 

Before, we were operating at the minimum amount that we consider 
possible. I would say it was a break-even point even though it was 
7.7 percent because we had obligated ourselves at March 1 to $54,000 
indebtedness to the banks which we were repaying. Had we been 
able to continue with that amount, we would have been able to repay 
it on the time limit given us. 

As it is now, it is not possible to operate our plant at even a break- 
even point. 

Now, we have gone through these regulations. 

Senator Lone. What is the most synthetic rubber that you have eve! 
used in any 1 month? 

Mr. Burke. The most synthetic rubber we have ever used, as syn- 
thetic, is 18,000 pounds. We have had other companies mix stocks 
for us. Our top amount, to be honest with you, I could not determine, 
but it is well over, in new rubber hydrocarbon, 24,000 pounds. 

Senator Lone. How much are you using now, new rubber and syn 
thetic altogether? 

Mr. Burke. We are getting 14,100 pounds of GRS, and 1,333 pounds 
of natural rubber: which gives us a substantial cut in our total rubber 
hydrocarbon. 

Senator Lone. It cuts you about 40 or 45 percent. 

Mr. Burke. That is right. 

We have an appeal before the officers of National Production Au- 
thority and we do hope we will get relief. We are assured in our own 
minds that we are entitled to it. 

Senator Lona. If they are going to take care of this Voit Rubber 
Co., and this Dismuke Rubber Co., they will have to set down regula- 
tions for you as such, or take care of exceptional cases in each ease. 

There is a provision in this act to the effect that these allocations; 
if they are applied, should be applied in a way that would have due 
regard for the needs of new businesses. 

That would give them authority to set down some pattern or stand 
ard by which “they would judge new business in a different way 
from what they would judge the Goodyear Tire & Rubber Co.; would 
it not? 

Mr. Burke. Absolutely, because many of us operated on good faith. 
We invested our money in good faith, with the best information we 
could obtain from the agency then handling the distribution and allot 
ment of rubber. 

This is my first trip back here, but we called innumerable time: 
getting the best knowledge that we could, in addition to our corres 
pondence so that we would not overexpand. We realized the difficult 
situation and from our first indication of allotments we curtailed it. 

We have actually sold one of our presses. The other press is idle. 

You asked about relief and how the small companies should be 
handled. We certainly should have a say-so as to this base period, 
absolutely. 

Senator Lone. I will say to you, sir, that after hearing you and 
the other witnesses testify, I am anxious to hear the basis upon which 
this order has been worked out. Possibly they have something in 
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mind to help you. If what we have heard is the fact, they certainly 
have a thorough understanding of the big business but fail to under- 
stand the small business. 

Mr. Burke. Sir, that is the fact. It is apparent at every turn that 
small business received no consideration. 

I do believe in discussing our case with the officers in the National 
Production Authority, I believe they themselves are doing a good job. 
It is hard for us to sit up here and work with you people and work 
with them, but we do have to take every step that we can for survival. 
It is survival in our cases. It is not making $24 million, or $33 mil- 
lion. It is survival. It is even getting the money out of our 
investment. 

Senator Lona. The probabilities are that vou have everything you 
own invested in your business. 

Mr. Burke. To the extent that our properties are mortgaged. ‘That 
is absolutely right. 

Senator Lone. Do you mean your plant? 

Mr. Burke. No, personal property. Our personal home. 

Senator Lone. You actually have your home mortgaged 4 

Mr. Burke. My father has, he does, yes. 

Senator Lone. ‘To support your business ¢ 

Mr. Burxe. We did that when we got under way. That is nearly 
paid off at this particular time. 

Senator Lone. There is probably a substantial chance that since 
they have cut you on rubber, you may not be able to continue your 
business. 

Mr. Burke. At the present time there is no way we can continue it. 
We were working on an absolute minimum, on 24,000 pounds of 
rubber hydrocarbon. We did not ask for 30 and then leave a ques 
tion for bargaining. We went in there with as honest a figure as we 
could and we substantiated it and we were fortunate enough to receive 
it for the last half of 1950, and all indications were that we would 
not be cut below that. 

These words were also passed on to me through a telephone con 
versation, that in the spring of this year, in our case, that we would 
receive relief and get more than 24,000, because as it was our opera- 
tions were well below what we are set up to do in a small way. 

Senator Lone. Prior to August 25, 1950, did you make some invest 
ments of your money, based on an anticipated new production that 
you hoped to have ? 

Mr. Burke. $34,000, before. 

Senator Lone. Based on what you hoped to produce? 

Mr. Burke. Yes, sir. 

near nee. nn did not have any contract for the sale of those 
orders, did you? You were just hoping to go into business : 
mE ae a ] ping go into business and find 

Mr. Burke. We had established outlets for the material before we 
went into the production. 

[ think that the gentleman who was here before me can bear that 
out. Rubber tile in our area is being used extensively in hospitals. 
The State capitol building in California is using it. We had that bid 
but we could not sell it because we did not have the material. It had 
to come from a larger concern. 

Right now we are doing a number of hospitals and schools. 
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Senator Lone. The regulation says, “Introduction of a new product 
by an established rubber consumer. Unless there is persuasive evi- 
dence that a substantial financial commitment has been made for the 
new product prior to August 25,1950 * * 

Mr. Burke. You are reedion’ ‘from the February 2 regulation ? 

Senator Lone. Could you say whether you come under that 
exception ? 

Mr. Burke. Absolutely. We do. We have evidence in our files 
that will substantiate that. 

There is also, I believe, in section 6, a paragraph headed “F” that 
is very similar to that, where we believe we are entitled to relief. 

Senator Lona. I have that section. 

Mr. Burke. I have mine, now. It is section 7 (f). 

Senator Lone. You feel possibly you might come under that 4 

Mr. Burke. Yes, sir, I do. 

Senator Lone. Did you find any difficulty in getting additional! 
rubber on these points / 

Mr. Burke. It is before the review board today. We have pointed 
this out and we have high hopes that we will get relief on section 
7 (tf). Also under section 5 (f). 

I believe that these sections that do allow relief for small business 
should be carefully weighed before they are turned down. At present, 
I think most of the time they have been bypassed and the companies 
requesting relief through these two, or the several provisions for 
relief on the base per iod, have not received it through this. 

Now the mechanics have been set up and I believe they should be 
used. 

Senator Lone. Is there anything you care to add to your statement ? 

Mr. Burke. No, sir. 

Senator Lone. We thank you. You have presented a very clear 
picture of the way this order affects your company. 

This committee will rise and meet again at 10 o'clock tomorrow 
morning. é; 

(Whereupon, at 4:18 p. m., the committee recessed to reconvene 
at 10 a. m., Friday, March 30, 1951.) 
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| FRIDAY, MARCH 30, 1951 
ul UNITED STATES SENATE, 
StupcoMMIrrer ON Rubber OF THE 
SeLtecr COMMITTEE ON SMALL BUSLNEssS, 
Washington, E>. ( 
The subcommittee met, pursuant to recess, at 10:10 a. m., room 457, 
Senate Office Building. Washington, D. C., Hon. Guy M. Gillette 
i chairman of the subcommittee ) presiding. 
Present: Senators Gillette, Long, Hendrickson, and Thye. 
‘cl \lso present: Mr. Shaver. 
i Senator GILLETTE. The subcommittee will come to order. The 


ibcommittee meets again pursuant to the recess taken at the conclu- 
sion of the hearings yesterday. 
it, We will try to get through these witnesses as rapidly as we can 


ee You people who have been kind enough to come here and cooper: ate 
or with us have been very patient and we are trying to expedite affairs 

and give you the opportunity to get your statements in the — 
be that you may get back to your work, if any, if you have rubber to 


work on. 
t? Iam going to admonish the other members of the subcommittee, if 
and when they come, to also control themselves a little bit so that we 
‘an cover the ground and if possible, finish by noon. We cannot hold 
a hearing tomorrow. 
yw The first witness today is Mr. Lloyd Monroe. 
Mr. Monroe, you may proceed. 
ne 
STATEMENT OF LLOYD F. MONROE, GENERAL MANAGER, HAWK- 
EYE RUBBER MANUFACTURING CO., CEDAR RAPIDS, IOWA 


Senator GitLerre. Your name is Lloyd Monroe. 

Mr. Monror. That is right, thank you. 

Senator Gitterre. You are from the great State of Iowa. 

Mr. Monroe. That is right. 

Senator Gitterre. That is surely to your credit. 

Your residence is Cedar Rapids? 

Mr. Monroe. That is correct. 

Senator Gitterre. You are with the Hawkeye Rubber Co. 

Mr. Monror. That is right. 

Senator Grttetrr. What is your official capacity / 

Mr. Monroe. Factory manager. 

Senator Gitterre. Do you have a prepared statement ? 

Mr. Monroe. Yes, sir. 

Senator Gitterre. What line of work is the Hawkeye Rubber Co. 
engaged in? 
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Mr. Monroe. It is the manufacture of industrial products. 

Senator Gimerre. Industrial products from rubber sources ? 

Mr. Monroe. That is right. 

Senator Gruterre. Proceed, Mr. Monroe. 

Mr. Monroe. I have been requested by Mr. Ben Handler, of our 
company, to appear here in response to an invitation that we received 
from this committee. I have a brief statement listing the difficulties 
we have encountered as a result of the allocation program adminis- 
tered by the National Production Authority. 

Our company was organized and began business on September 21, 
1949, almost 3 months after the beginning of the base period estab- 
lished by the NPA. The Hawkeye Rubber Manufacturing Co. is 
engaged in the manufacture of essential products. Thirty-nine per- 
cent of our total production consists of tire-repair patches which be- 
come increasingly essential at a time when new tire production is being 
curtailed as at present, and the public must rely upon proper main- 
tenance of old tires now in use. Twenty-three percent of our pro- 
duction consists of industrial rubber tires which are used exclusively 
in industries producing commodities essential to the national defense 
program. 

Senator Gritetre. Do you mean truck tires? 

Mr. Monrog. Not truck tires, they are an industrial tire that is used 
on small hand trucks for post offices and industries. 

Nineteen percent consists of over-the-road trailer parts. As you 
gentlemen know, an increasing number of goods produced for the 
national defense program are being transported by commercial car- 
riers operating over-the-road trailers in various parts of the country. 
The balance of our production goes into industrial and domestic 
channels equally essential. This production consists of gaskets, wash- 
ers, and miscellaneous items used by the Iowa Ordnance Depot and 
similar facilities, and for use in the repair and maintenance of vital 
industrial and domestic machinery and equipment. 

After issuance of R-1, our company appealed to NPA for an alloca- 
tion of rubber sufficient to permit the company to maintain its com- 
petitive position and show a reasonable profit. Our development prog- 
ress had been slow and much time and a lot of money had been spent 
in building our organization. 

As a result of our appeal, the NPA, by letter dated September 29, 
1950, allocated 220,500 pounds of new rubber to us for the period 
September 1, 1950, through December 31, 1950, or a total monthly 
consumption of 55,124 pounds. As a result of this allocation we at- 
tempted with considerable difficulty to adjust our sales and production 
to the quantity of rubber allotted us. 

However, in December 1950 we received notice that our first quar 
ter allocation for 1951 would be cut to but 60,975 pounds, resulting 
in a cut from a total monthly permissible consumption of 55,124 
pounds to 20,375 pounds of new rubber. This reduction came as a 
considerable shock to us. However, being advised of the problems 
confronting the NPA and the shortage of rubber due to stockpiling. 
we accepted this quarterly allocation without protest in the feeling 
that we, like all business in time of national emergency, must make 
certain adjustments. 

Under date of February 19, 1951, we received from the NPA a let- 
ter arbitrarily establishing our base-period consumption of new 
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rubber at 70,000 pounds per year. We immediately appealed for a 
iew base period and the circumstances affecting our operation were 
explained to NPA in detail. This committee has been furnished a 
opy of our appeal, which is self-explanatory. We pointed out to 
NPA at the time of our appeal that our consumption in January 1951 
was in excess of 40,000 pounds. We felt that by reducing our ap- 
plication to one for 35,000 pounds per month we could demonstrate 
to NPA that we were doing our part to conform with the national 
rubber conservation program. 

Under date of March 22, 1951, we received notice from NPA that 
our appeal had been allowed and that our base allocation had been 
\djusted not to 35,000 pounds as requested but to 17,000 pounds per 
month. We had no idea the future of our company would have 
to depend upon such a small quantity of rubber. 

The immediate effect of this adjustment has been a reduction in 
our staff from 87 employees to 50. We do not know what the future 
will hold. We anticipate that this small allocation will make it most 
difficult for us to survive unless we are able, as a small business, 
to have allocated to us prime or subcontracts for production of goods 
directly for the armed services. 

We recognize the tremendous task confronting the Rubber Division 
and the problems which arise whenever allocations become necessary. 
We feel, however, that proper consideration was not given to our 
development period in our appeal for an adjustment of our base 
period, When we received notification of the adjustment of our base 
period I was surprised to learn that little consideration was given 
by NPA to the type of product manufactured by us and the im- 
portant part which these commodities play in a restricted economy. 
As explained above, our products are not luxury items but play an 
important part in this period of emergency. 

At the time of our appeal, I discussed wtih officials of NPA the 
essentiality of the products which we manufacture. We feel that 
NPA has not been sufficiently informed of the problems confronting 
a new business. The period of development, the establishment of 
outlets, the correction of production problems, the building of a sales 
force, the adjustment of production programs to the continuing 
changes in the types of goods demanded by our markets, et cetera, 
all have a very definite bearing on the quantity of rubber consumed 
during the first year of operation. 

We recognize that NPA is a new agency. It must acquaint itself 
with problems both large and small. Correspondence itself must be 
an overwhelming task to handle. To review over-all policy must at 
times become impossible. This committee is an excellent sounding 
board for the difficult problems confronting concerns such as ours in 
this time of national emergency. 

As I have pointed out earlier, we are a small business, and a new 
one—but one producing an essential line of goods. There must be 
many small businesses in the same position as that in which we find 
ourselves today. In times like these we are entirely dependent upon 
the Government agency responsible for our lifeblood—in this case, 
NPA. 

I believe that we and others like us need the help of this committee. 
We feel that this committee is doing an important job and is doing it 
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well. For this you have our thanks. I most sincerely appreciate the 
opportunity granted me of appearing before this committee. It is my 
sincere hope that you gentlemen will be able to assist the NPA in 
gathering information which will provide a solution to this most 
difficult problem. 

There is a copy of my letter to NPA dated March 7, 1951, furnished 
you for the records. 
(The letter referred to is as follows :) 


HAWKEYE RUBBER MANUFACTURING Co., 
Cedar Rapids, Iowa, March 7, 1951. 
Re: Hawkeve Rubber Manufacturing Co., 
Cedar Rapids, lowa, case No, C—818, A-822. 
Mr. L, E. SPENCER, 
Director, Rubber Division, National Production Authority, 
Washington 25, D.C, 

Dear Srr: Hawkeye Rubber Manufacturing Co. appeals for adjustment of its 
base-period consumption and requests an allocation of 105,000 pounds of new 
rubber per quarter. This appeal is predicated on the following : 

1. The base-period consumption was abnormal; and 

~. The Hawkeye Rubber Manufacturing Co. is a new business and is entitled 
to establishment of a fair and reasonable base. 

Our appeal is taken under sections 6, 9, and 11 of operating instruction No. 1, 
Rubber Division, National Production Authority, dated February 2, 1951. 


Production was depressed and not adequately reflected (sec. 6) 

The base-period consumption of this company was depressed for the following 
reasons : 

1. We began operations September 21, 1949. 

2. Our development period extended over the greater portion of the base estab 
lished by M-2, 

3. The company, because it was not operating for the entire 12-month period, 
was deprived of 8 months’ production consumption. Our consumption for the 
‘month period October 1950—June 30, 1951, amounted to only 122,205 pounds new 
rubber of which none was GRS. 


Hawkeye Rubber Manufacturing Co. began operations after July 1, 1949 (sec. 9) 

Our firm began operations September 21, 1949, which is almost 3 months after 
the beginning of the base period. On this date we acquired the plant and 
facilities of Midland Rubber Co., a plant which manufactured rubber toys and 
novelties. Rubber consumption by Midland for the months of July, August, and 
September, 1949, is unknown to us, and we have been unable to obtain their 
records. The company is no longer in business. 

We purchased Midland’s plant for the purpose of developing and manufacturing 
essential industrial products. From September 21, 1949, to June 30, 1950, we 
consumed 122,205 pounds new rubber in the development of our products. During 
this period it was necessary for us to install new and reconditioned old equip- 
ment at a cost of $15,316.58 in order to convert the original plant to the production 
of these essential products. Equipment costs incident to this conversion amounted 
to $8,564 for curing molds, $3,866.53 mixing mill reconditioning, $608.28 stock 
cutting equipment, $1,388.51 finishing machinery, and $889.26 for boiler recon- 
ditioning. All of this was expended during the first 11 months of our operatiot 
and prior to August 25, 1950. 


Products manufactured by us are: Percent 
Industrial rubber tires___- i a aa eae a ale 23 
Tire repair patches______. Dia is che ca ire Ben eater ace ee cation 39 
Over-the-road trailer parts i halt jg GS Sin ble ea ahs pike ner 19 
NN i tian catty ise ae ars hie ad aie Seles 19 


a ee : Cas 100 


We believe you will agree that our base-period consumption does not reflect a 
reasonable nor equitable level of operation. In September 1950 we consumed 


37,025 pounds new rubber, and our production was geared to the 55,125-pound 
per-month allocation which NPA granted us for the last 4 months of 1950. 
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Hardships (sec. 11) 


For the last 4 months of 1950, our company received a monthly allocation of 
55,125 pound new rubber. For the first quarter of 1951 we were allocated 60,975 
pounds. For March 1951, because no base period had been established, we 
received an emergency allocation of 10,027 pounds GRS. This will cause ma- 
terial reduction in our production schedule and unless substantial adjustment 
is made it will be extremely difficult for us to continue our operations. 

Our base-period consumption is lacking 3 months’ production. We do not 
believe that temporary relief should be granted but that such relief should be 


of a permanent nature. Our consumption for January 1951 was: Pounds 


Natural rubber aa ED 
iN ie ay oF is ated Side, SR 


Neoprene_____ on L ites eh eo cis eee ae 960 
ee aoe. 


Total new rubber a 40, 090 


Our firm now employs 84 persons and is operating at 78 percent capacity. To 
continue our production schedule, it is absolutely necessary that we receive not 
less than 35,000 pounds new rubber each month. For your information, our 
employment record at various periods is as follows: 

Number o} 
employees 


July 1, 1949 Wie: ; 5 , ‘ None 
Sept. 21, 1949 ates 1% 
Jan. 1, 1950 ieee : , gt 1 
golp 4. 1000... ... ie at 6s 
Aug. 25, 1950_-- a ites Linas S4 
SE a Ee ae 7 i am S4 


7 
9 


You are respectfully requested to allow this appeal and adjust the base period 
for our company so that we will receive a quarterly allocation of 105,000 pounds 
new rubber. What we built up prior to issuance of R-1 will fall to pieces unless 
our appeal is granted and only because a subnormal base exists for reasons beyond 
our control. 

Very truly yours, 
HAWKEYE RUBBER MANUFACTURING Co., 
L. F. Monror, General Manager. 

Senator Grutetre. Mr. Monroe, my attention was diverted here just 
for a moment. 

In your statement here you say you received notice that your first- 
quarter allocation would be 60,975 pounds resulting in a cut from a 
monthly consumption of 55,000 pounds plus to 20,000 pounds plus. 

On the bottom of the next page, after the February 19 order had 
been issued, you appealed. Then you say under date of March 22, 
1951, you received notice that your appeal had been allowed and that 
your base allocation had been adjusted down to 35,000 pounds as re- 
quested, to 17,000 pounds per month. 

When your appeal was allowed you came to 17,000 pounds whereas 
before you had 20,000 pounds. 

Mr. Monror. That is right. 

Senator Giterre, I fail to see the point of that. If your appeal 
had been rejected what would have been your cut? 

Mr. Monroe. If our appeal had been rejected we would have had to 
try to live with the 70,000 pounds annually granted us. 

Senator GiiierTe. The 17,000 pounds that was allowed after your 
appeal was for how long a period—17,000 per month ? 

Mr. Monroe. That is for the second quarter of 1951. 

Senator Gitterre. Another thing I wanted to ask you about. You 
suggested that part of your business was producing items for the Lowa 
Ordnance De ‘pot and similar facilities. Were those under Government 
contracts that you hold? 
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Mr. Monroe. Yes, sir. They were of a minor nature, in volume. 
Senator GitteTre. Do you now have some Government contracts / 
Mr. Monror. No, sir: we have finished that order. 

Senator Gmerre. You have none at the present time? 

Mr. Monror. That is right. 

Senator Guterrr. Senator Long 

Senator Lone. Do you have other Government work? 

Mr. Monror. No, sir. 

Senator Lone. Your Government contracts all had DO orders, did 
they ? 

Mr. Monror. That is right. They were subcontracts from other 
manufacturers. 

Senator Lone. Have you completed your statement ? 

Mr. MonrROE. Yes, sir. 

Senator Lone. How long have you been in business? 

Mr. Monror. We have been in business since September 1949. 

Senator Lone. Has your business been constant or has it been a 
growing business / 

Mr. Monroe. It has been a slow-growth business over the first year’s 
history. We started out with about 12 employees and it progressively 
grew to where, in January of 1951, we had 87 employees. 

Senator Lone. What is the largest amount of rubber you ever used 
in any 1 month? 

Mr. Monror. Some forty-thousand-odd pounds. 

Senator Lone. And what kind of allotment did they give you? 

Mr. Monroe. At the present time we have an allocation of 17,000 
pounds base, or a permissible usage of 16,150 pounds. 

Senator Long. Does that mean they will allow you 17,000 pounds, 
r 16,500 pounds? 

Mr. Monror. They allow 16,150 pounds. You can use 95 percent of 
your base, at the present time. 

Senator Lona. For your business, they cut you to about one-half of 
your capacity, did they not ? 

Mr. Monror. Just about. Our capacity is about $100,000 volume 
per month, that would be our capacity, which would employ about 100 
people. 

Senator Lone. The act specifically provided that in making alloca- 
tions due allowances should be made for new businesses. 

I have interpreted that to mean that businesses that have been in 
operation for 1 or 2 months should be able to give their best month as 
their base so you would not be constantly cutting back on new busi- 
nesses. If they had any equipment which they had not had a chance 
to install, give them a chance to use that equipment. 

They have just tremendously cut you back on the amount of pro 
duction that you had during your best months, is that right? 

Mr. Monror. Yes, sir. Our problem is that we did not have a base 
history and we were not in operation during this period of time which 
they used as a base to establish your permissible usage of rubber. 

Our base was incomplete, in that we did not start operation until 
September. We started as a new company. We had the 9 months’ 
development program, developing essential products and naturally 
there are technical difficulties and it is a problem of trying to get an 
organization put together which will give you an opportunity of be- 
coming established in the business. 
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Senator Lone. As far as a new business is concerned, there is no 
such thing as a normal base, is there, for a business that has been 
operating lor 2 years? There is no such thing as a normal operation. 

Mr. Monroe. That is right, there is not. 

Senator Lone. Your first 6 months could not be considered nor- 
mal, and certainly the next 2 or 3 months could not be considered 
normal. 

Usually a normal base period would apply to a business that has 
een in Operation several years, but not one recently created. 

Mr. Monror. That is right. 

Senator Lone. The act provides that every effort should be made 
to encourage small business and take into account the needs of new 

usiness. It certainly did not take into account what they are doing 
to you, did it 4 

Mr. Monror. That is right. We feel it is because of a lack of in- 
formation on the part of NPA that we have been, shall we say, un- 
justly dealt with. 

We do feel that they are trying. It was necessary for us to come 
down to Washington and go before this Board and they explained 
to us they were atte ‘entine. to do a job and they had brought people 
nto this Board from industry with experience and with know-how, 
who were familiar with people like us, and with our problems. 

I personally spent 4 days in Washington with the different in- 
dividuals in this, in an attempt to establish something that was fair. 
I was encouraged by these people at that time and I felt very well 
satisfied when I went back to lowa that we did have a Board here 
which was going to deal with us fairly. 

I went back and re ported to my company and to my 98 people. Tam 
responsible for a measure in their livelihood. I reported that I felt 1 

vas very successful down here. When we had our notification that we 
had been reduced to 17,000 pounds, it was almost unbelievable. 

Senator Lone. This section says that in allocating such material, 
a fair share of available civilian supply, based insofar as practicable 
upon the share received by such business under normal conditions 
during a representative period preceding June 24, 1950, and having 
due regard for the needs of new businesses. When that language was 
used, it certainly was intended some provision should be made to take 
care of the new businesses. 

When the language was used in section 701 that it is essential that 
small business be encouraged in achieving the purpose of this 
act, it was not intended that they be cut back to 45 percent of their 
capacity such as your case and that of others here. 

Mr. Monror. We felt the mechanics were there to be used to give 
us this relief to which we are entitled. It appears as though, through 

lack of information, perhaps on our own part, we did not get our 
story across to this group as well as we should have. For some 
reason unknown to us, the results were not what we anticipated, 
expected, or felt we had a right to expect. 

Senator Lone. The man who wrote this thing gave big business 
the best base period they ever had and made no provision for taking 

care of these small businesses. That is about the way it has worked 
out, 

I have no further questions. 
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Senator Guerre. Senator Hendrickson—— 
Senator Henpricxson. After hearing the questioning of Senator 
Long I have no further questions. 

Senator Gittetre. We are ver y grateful to you, sir, for your con- 
tribution and help to this work we are doing. 
Senator Gittetre. The next witness is Mr. Paul Lantz. 


STATEMENT OF PAUL LANTZ, REPRESENTING SYRACUSE RUBBER 
CO0., SYRACUSE, IND. 


Senator Gitetre. Mr. Lantz, do you have a formal statement pre- 
pared ¢ 

Mr. Lantz. No; I have only notes. 

Senator Guerre. Your name is Mr. Paul Lantz? 

Mr. Lantz. That is right. 

Senator Gmtetrr. Where do you reside? 

Mr. LaNrz. Syracuse, Ind. 

Senator Gmizrre. You are connected with the Syracuse Rubber 
Co. ? 

Mr. Lantz. That is correct. 

Senator Giuuetre. Is that an Indiana corporation? 

Mr. Lanvz. Yes. 

Senator Gitterre. What is your position? 

Mr. Lantz. Secretary. 

Senator Gixerre. What is the line of business ? 

Mr. Lantz. Molds and mechanical products. 

Senator Ginterre. You may proceed in your own way, Mr. Lantz, 
to present any matter to us that you wish to present. 

Mr. Lanvz. First of all I would like to express my appreciation 
to the committee for allowing me to appear and present some of these 
extemporaneous statements upon which I have made notes. 

At the present time our company employs approximately 80 people. 
It manufactures special molded mechanical products. 

Senator Guerre. Will you speak a little louder, Mr. Lantz? It 
is a little difficult for us to heat 

Mr. Lantz. I will start over if you like. 

Senator Gitterre. No, just proceed. 

Mr. Lantz. The majority of these products are used in the auto- 
motive trade, both original and replacement; refrigeration; propane 
and butane gas fields; food processing; lubrication equipment; battery 
industry: radio and communications; farm equipment; Army Ord- 
nance Dep: irtments materials, and various other fields. 

That is representative of our type of work. 

I have come before this committee today to testify because I fee] 
that the problems of this group are representat ive of the small rubber 
group as a whole, and as such it is a collective community problem. 

My speech is going to be very short, but I believe it will be to the 
point. At this time I would like to address an inquiry to the Chair, 
if I may, relative to some of the previous testimony. 

I believe that the chairman made a statement during the past week 
which went something like this. This was relative to the testimony 
presented by Mr. Johnson, of one of the Oregon rubber companies, 
and also by the Chardon Rubber Co., in which a serious indictment 











RUBBER SURVEY 297 


had been made by them against the administration of the Rubber 
Division, NPA. 

Is it not true that the same indictment charged by these companies 
is implicit in the circumstances related by all the small rubber com- 
panies who have testified before this committee ; 

Senator Gitterre. Of course, I am only one member of this com- 
mittee, but speaking as one member, | would not say it was the same 
indictment, but I think the cumulative evidence of all who have 
appeared here is proof, and rather strong proof, that there have 
been inequities and injustices in the administration of this law. 

Now, whether or not they are incident to the establishment of a 
new regulatory system, which is always difficult, especially when you 
are applying it to all segments of an industry, whether they are 
incident to that and can be corrected, or whether they operate as a 
perversion of the intent of Congress is a determination that this group 
will have to make when they have heard the complainants and when 
they have heard the representatives of the agencies. 

However, certainly up to this time in the opinion of the chairman, 
there has been accumulative evidence of very gross inequities and the 
cause of those inequities and their possible correction are matters of 
deep concern to the members of the committee. 

Mr. Lanvz. One more point I would like to suggest at this time 
is that the February 2 order issued by the administration in its very 
criteria, is monopolistic. 

Senator GitLterre. You are asking me that / 

Mr. Lantz. I am stating that as our opinion. 

Senator Gitterre. For you that is a statement and not a query ? 

Mr. Lanz. That is a statement. 

Senator Gitterre. I appreciate the statement, and I hope you do 
not address such a question to the chairman at this time. 

Mr. Lantz. No; that was a statement. 

Senator Gitterre. Very well. Proceed. 

Mr. Lantz. That concludes my testimony. 

Senator Gitterre. Counsel. 

Mr. Suaver. I have no questions, Mr. Chairman. 

Senator Gitterre. We are very grateful to you. Every one of these 
case histories that come to us are very helpful to us. We are here 
to recommend corrective measures if they appear to us to be feasible 
and proper, and we are very grateful to you. 

Mr. Lantz. Thank you. 

Senator Gitterre. The next witness, Mr. Furber Marshall, Carlisle 
Rubber Co. 


STATEMENT OF FURBER MARSHALL, PRESIDENT, CARLISLE 
RUBBER CO., CARLISLE, PA. 


Senator Giterre. Your name is Furber Marshall ? 

Mr. Marsuaun. That is right. 

Senator Gitterre. You are a resident of where / 

Mr. Marswauy. Carlisle, Pa. 

Senator Gitterre. What is your company ? 
_ Mr. Marsuaw. Carlisle Corp. of which Carlisle Tire & Rubber Co. 
is a division. 

Senator Gitterre, What is your capacity / 
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Mr. Marsuaty. I am president of Carlisle, sir. 

Senator Giruterre. Would you just state what the business of this 
company is? 

Mr. Marsuatt. The Carlisle Tire & Rubber division, which is lo- 

cated in Carlisle, Pa., is producing, and has been for 34 years, inner 
tubes, bicycle tires, and camelback. 

Senator Gmerre. You have a formal statement, or do you wish 
just to present this in your own way? 

Mr. Marsuany, I just have a few remarks that I have to make, sir. 

We are a comparatively small plant employing 450 people, which 
size, however, is import: int in a town of our size. We have been able 
to eke out our existence of 314 days of civilian production by being 
fortunate enough to secure some defense orders, which run today about 
31 percent of our total business. 

1 might add that they were taken a year ago and just finished and 
will not be particularly attractive to any renegotiating officer, or to us. 

Our principal concern is with our camelback business. We have 
been fairly important in a small way in our community in the State 
of Pennsylvania and adjoining States, in producing camelback over 
the years. Today we are allotted a very, very small amount, which I 
will mention later. 

Our greatest worry is the fact that there has become available re- 
cently 5.5 million pounds of GRS, and 1.1 million pounds of butyl, 
because of the curtailment of rubber allowances for Detroit. 

It has been hoped by many here, it seems, that this material would 
flow into truck tires. I think I am reliably informed that it has no 
part in truck tires unless the Government is willing to release nine 
times as much natural rubber from its stockpile, the percentage of 
GRS in big truck tires being 10 percent and natural rubber 90 percent. 

It would therefore seem logical that this five-million-odd pounds 
of GRS would flow into camelback and probably should, because | 
believe there is no place that a pound of rubber can do as much good 
or provide as much transportation as it can in camelback. 

We are allotted 48,000 pounds for the month of April, an infinites- 
imal amount in comparison with the amount available in the country, 
and one in which it is almost impossible for us to operate. 

While it is not like it is with some of those who have said they have 
to close their doors next month, because we do have defense business, 
it would seem that when this period of emergency was over Carlisle 
could point proudly to its record of Government business, but very 
little to its customers left in the camelback field. 

I am afraid by that time our jobless workers and friends around 
the community could well look to fellows like me and say, “What 
kind of managers are you?” 

We would suggest that a better distribution of available GRS can 
be made, so we can still stay in the civilian market during the years 
in which we are trying to do our business in the Gov ernment market. 

That is about all I have to offer at this time, unless counsel would 
like to ask me some questions. 

Mr. Suaver. In other words, Mr. Marshall, your real fear is this. 
that with the addition of this 5.5 million pounds the Big Four will 
not be able to use that in the manufacture of truck tires, but will 
rather use it to their advantage to compete in the replacement field, 
and use it inthe camelback; is that right ? 
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Mr. MarsHa.u. I do not see where else it can go. 

Mr. Suaver. | would like to read this telegram and phrase it in the 
form of a question as to whether it is in line with your testimony, Mr. 
Marshall. 


Reference made press reports on statement by Fleischmann to Senate Small 
Business Committee that cut-backs in tire deliveries to car manufacturers would 
not help small manufacturers since rubber saved would be allocated for produc- 
tion heavy truck and agricultural tires. I wish to point out this saving will be 
made in synthetic rubber whereas large truck tires require largely natural 
crude rubber. Therefore Fleischmann’s statement not well founded. Further- 
more since Big four manufacturers received automatic and tremendous advan- 
tage by including equipment tires in base period this discrimination against 
small tire manufacturers should not be increased by permitting Big Four to 
shift this rubber from equipment tires to the replacement tire field upon which 
smaller producers are dependent for their existence. The Senate committee 
should consider the fact that very few small manufacturers have survived in tire 
manufacturing and the United States Government should never contribute to 
their complete elimination by granting preferences to big competitors which 
mean little to the bigs but can be fatal to the few remaining smaller concerns. 

That was signed by W. W. Brewer, Cooper Tire & Rubber Co. 

Is that substantially your position ? 

Mr. Marsuau. I would subscribe to that wholeheartedly. 

Senator Gitterre. I have just one question. 

In the course of these hearings, there are repeated references to 
technical matters that are wholly within the knowledge of our wit- 
nesses, but for fear that there may be some Members ‘of the § Senate, 
when our report is made, who are not as well informed, I would ask 
you about this. Reference has been made to camelback. For the pur- 
poses of our hearings, what is camelback / 

Mr. MarsHauy. I am not much more technical than the Senate, but 
[ know cemelback is a strip of material which is extruded and which 
is used to replace the worn-out tread of a carcass. 

Senator GitLerre. In the manufacture of camelback, is new rubber 
used ¢ 

Mr. MarsuaAti. New rubber and GRS, but largely GRS. 

Senator Griterre. It is a combination of natural rubber and GRS? 

Mr. Marsuauu. That is right. 

Senator Giuuterre. Thank you. We appreciate very much your 
courtesy and helpfulness. 

Thank you, sir. 

Mr. Harold V. James. 

Mr. Haroip Jan ES. Senator, I have my son whom I would like to 
have read my remarks, if I have your permission. 


STATEMENT OF VOLNEY JAMES, ACCOMPANIED BY HAROLD V. 


JAMES, REPRESENTING 0. K. KO-OP RUBBER WELDING SYSTEM, 
DENVER, COLO. 


Mr. James. I am Volney James, assistant general manager of the 
. K. Ko-Op Rubber W elding System of Denver, Colo. 

My father, who is president, and I have crossed this country to 
bring a message on rubber on behalf of a different segment of the 
industry. We ‘speak for the recapper. We are in the business of dis- 
‘ributing tire recapping and repair materials. We do not manufac- 
ture rubber materials as such. We do, however, distribute camelback 
nd repair materials to over 1,000 franchise dealers throughout. the 
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United States. Camelback, to the layman, is the rubber used to put a 
new tread on his tire. I might interject that that is very much syn- 
thetic rubber, about 95 percent. Our franchise program, under which 
we have operated for over 15 years, provides for the leasing of equip- 
ment which we manufacture and which is fully and oanlatals 
patented by us. Our dealers, under the franchise, agree to purchase 
all of their material requirements from us. In turn we give them the 
right to exclusive operating privileges of our equipment ‘and coopera 
tive profit-sharing programs in a given trade area, 

Let me say before proceeding further that it is a pleasure to testify 
before this committee for we feel that you hold in great respect the 
basic fundamentals that underlie the concept of our free-enterprise 
system. We are particularly gratified that the importance of the 
small-business man is recognized by this committee of the United 
States Senate and that he has not been for gotten at this time. His- 
torically, the small-business man of this country has always sparked 
the spirit of competition under our free-enterprise system, This has 
resulted in making more for everybody and is directly responsible for 
the greatness of this country. 

We are modestly proud that we have been instrumental in establish- 
ing over 1,000 small independent businesses and have become, as a 
result, the largest consumer as a group of independents of camelback 
and repair materials. Our organization was part of the large number 
of independent recappers who, by an extensive recapping conservation 
program during World War IT, was responsible for keeping the trans- 
portation system of this country in ope ration. 

Although we have always enjoyed an ever-expanding business in 
our field, in the past several months we have been limited by lack of 
materials to perhaps 50 percent of our present-day requirements. As 
a result, we have been forced to allocate the available materials to our 
dealers. They and their employees who number some 4,500 persons, 
exclusive of their families, have had the perplexing problem of uncer- 
tain supplies facing them from week to week. It has definitely become 
a speculative matter whether or not they would be in business 30 days 
from today. The recent press release of a proposed 20-percent reduc- 
tion of available rubber for the month of April will result in irre- 
parable financial damage to many of these operators and cause many 
to close their doors because of insufficient materials. This cut is very 
untimely as the need for tire replacements in the face of the present 
shortage of new tires and the oncoming tire season makes for a very 
dismal picture, It places in immediate prospect a disastrous waste 
of this country’s greatest stockpile in the form of tires on the cars and 
trucks of this Nation. 

During the last World War, many of these same men helped to 
bridge the gap during a far greater rubber crisis than now exists. 
They should long be re ‘membered by their customers, the people of this 
Nation. T hose were trying times we all remember. It is obvious that 
the recappers’ customers have not forgotten this period. Today these 
customers are knocking at the recappers’ doors asking for their serv- 
ices. The recapper is in an infinitely better position today than during 
that period to offer his services. First of all, he has a far better tire 
for recapping and, secondly, there are a far greater number of tires 
suitable for recapping. This, along with greatly advanced techniques, 
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as well as improved equipment, provides him with the tools with which 
to render a great service to his Nation. 

On the other hand, from a customer’s viewpoint, he desires this 
service first of all because he can effect a savings of about 50 percent 
by recapping. Secondly, he normally is unable to obtain his size 
new tire. He is very agreeable to this service as he is aware there 
is a tire shortage. He is particularly receptive to saving the tires 
on his present equipment, knowing that he can get new tire service 
from recaps. 

If I may depart from my written statement for a minute, Senator, 
| would like to mention that we, in our organization, put out a money 
back written guaranty good in our stores throughout the country, 
which we back up out of our ian office, assuring the customers that 
they will get new tire service from the tires that we sell. 

Many news articles quoting rubber officials from time to time claim 
there is no rubber shortage and vet the rec appers’ conservation pro- 
vram goes begging. The recapper is unable to purchase camelback 
and the customers are asking why they are unable to purchase the 
small amount of rubber required for recapping. The best we can do 
is tell the customer to ask Washington. 

An extensive recapping program, if properly administered by our 
(iovernment, could conserve enough rubber to supply the needs of 
the 21 categories of nontransportation rubber users. We have voiced 
our needs by hundreds of letters to this committee during these hear- 
ings. We cannot understand why the present rubber program does 
not recognize the situation and why immediate steps have not been 
taken to assure adequate supplies being made available to the re- 
capping industry. Cannot the loss of these small-business men be 
spared as well as the loss of tremendous quantities of much-needed 
rubber on our cars and trucks ? 

| believe that this country recognizes that our greatest stockpile 
of rubber is on the wheels of our cars and trucks and an all-out re- 
capping program is an essential requirement. From previous testi 
mony we have heard of the need of supplementary rubber in the non- 
transportation field. Inasmuch as the transportation system uses 
approximately 70 percent of the normal rubber needs of our economy, 
a small savings in the transportation end would result in sufficient 
additional rubber being made available for these 21 nontransporta- 
tion categories. 

If I may digress for a moment, I would like to point out that it 
requires only approximately 6 pounds of rubber to recap a tire, 
whereas 25 pounds of material are used in the manufacture of a 670 
x 15 passenger tire. 

If it is a matter then of conserving rubber, surely our experience 
during World War IT would indicate that the best way to conserve 
rubber is to pursue an all-out capping program. This is a demon- 
strated fact. It takes but one-third of the amount of rubber to cap 
a tire than it requires to build a new one. On this basis in our organ- 
ization where we distribute approximately 550,000 pounds monthly 
of camelback, whereas if we were to supply the entire need, an addi- 
tional 400,000 pounds of rubber would be consumed monthly at this 
$00,000 pounds of rubber. This applies only to our organization, but 
on the basis of these figures it is made evident that this conservation 
program would supply ‘additional rubber for other needs. 

84514—-51—pt. 1——20 
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We believe the present rubber allocation system figured on a base 
period is inherently wrong. In no way can any base period reflect 
the ever-changing needs of our company and certainly the base period 
method is unadaptable to an ever-changing emergency conservation 
program. 

We respectfully urge this committee to take immediate steps to 
make camelback and repair materials available for an all-out re- 

capping program. If this is not done, and the present base-period 

program continues, there will not only be fewer small manufacturers 
but many small independent businessmen in the capping field will no 
longer exist as potential competition against the larger rubber 
companies. 

It is our opinion that the small rubber companies are best suited 
to supply the trade for the reason that the large companies, being 
greatly diversified, ¢: amelback becomes a small part of their over-all 
production, whereas a major portion of the small company’s business 
is that of camelback production. It is vital to the small companies as 
their very existence is dependent upon it. Not only this, but the fact 
that the majors being in the recapping business themselves places the 

capper in the position of receiving only what rubber is left after the 
needs of the majors have been met. 

In conclusion, I would like to mention that the NPA in a public 
release in the month of December recognized the savings that would 
be effected by recapping, stating that for every pound of camelback 
produced, 2 pounds of rubber would be saved in the form of new 
tires. 

Senator Giterre. Senator Hendrickson, have you any questions? 

Senator Henprickson. Mr. James, I have just one question; on page 

2 of your prepared statement you say: 
Inasmuch as the transportation system uses approximately 70 percent of the 
nermal rubber needs of our economy, a small savings in the transportation end 
would result in sufficient additional rubber being mace available for these 21 
nontransportation categories. 

Will you explain that? I do not quite understand the savings. 

Mr. Votney James. Of the 21 categories, the Commerce Depart- 
ment has listed separate from that of the transportation industry such 
as the heel and boot business, gloves and so on—mechaniecal goods- 
it consumes in proportion of the over-all consumption only about 
30 percent of the rubber used. 

In other words, approximately 1,000,000 long tons of rubber are 
used and you help to keep our normai economic system rolling. Of 
that 1,000,000 tons, 700,000 tons are used in the transpotration end of 
it. 

If you will project with me, considering all the new cars that have 
been put out in the last few years, they are just coming due now for 
recapping. There is a tremendous field there where tremendous 
amounts of tires could be ec apped, instead of new tires being used as 
replacements. The transportation end, the savings being made there 
by capping would result in a large amount of “rubber being made 
available. 

Senator Henprickson. I see your point. Thank you very much. 

Senator GitLeTte. Senator Thye. 

Senator Ture. I have no questions. 

Senator Grutetre. Counsel. 
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Mr. Suaver. Before this emergency, were the big companies inter- 
ested in this camelback production ¢ 

Mr. Voutney JAmes. That is a difficult question to answer in any one 
word. 

In our opinion, being the largest user of camelback and repair ma- 
terials in the business, as independents, we feel the only interest in 
the majors is incidental to their whole program of selling new tires. 

I will answer that in this way, by a question: If you had $1,000 in- 
vested in building new tires as opposed to $1 invested in recapping, 
where would your interest lie? ‘They are interested only in capping 
in order to protect or to promote their new-tire end of the business. 
That is our opinion. 

Mr. Suaver. Are you losing many of your customers under the 
present allocation program ¢ 

Mr. Votnry James. As I explained in the outset of our presenta- 
tion, we license our equipment and then agree to supply them at pre- 
vailing list prices, all of their camelback needs. 

Without going into further detail, I will say we are forced, because 
of our contractual arrangement, to divide our materials among our 
organization, which makes it mighty thin. We manufacture, of 
course, all of our equipment. We just simply cut off the expanding 
of our program, which should not be curtailed in any way, because 
we cannot sell more equipment if we cannot supply them with the 
rubber. 

Mr. Suaver. Do you have any evidence, Mr. James, that your cus- 
tomers are being told by other companies that they can supply them 
rubber ? 

Mr. VotNry James. No, sir; I do not think that they are at all 
anxious at this time to supply them. I would say that under the pres- 
ent picture the larger companies are doubtlessly promoting their own 
capping shops and are not making any offers of camelback to the 
independent. 

Senator Gitterre. Mr. James, I have a couple of questions. You 

say you have some 1,000 franchised dealers throughout the United 
States operating under your company ‘ 

Mr. Votnry James. Yes, sir. 

Senator Gruterre. Under the terms of that franchise, do franchise 
holders purchase your equipment for recapping or for the process of 
work, and also agree to be exclusive customers of the material? 

Mr. Vounry James. Yes, sir. 

Senator GitLerre. They cannot, under the terms of the franchise, 
buy ee sg Sate else other than through you? 

Mr. Votney JAmes. That is essentially true. However, I will say 
this, that we are also a co-op, and under our co-op we have realized 
long ago that a club is no way to do business. You cannot get inde- 
pendent businessmen, which they are, under coercion, to follow any 
program. You must lead them. We have found this out through 
experience, 

We have no strings attached; they can get any other type equip- 
ment, but we have found that by making them so the »y can buy rubber 

through us more cheaply than they can buy anywhere else, that is 
the way we tie them to us. 

Senator Gruterre. You feel, of course, that you are furnishing a 
proper service, but the fact of the matter is that you have created 
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and are creating a monopolistic situation in which your dealers are 
prohibited from buying material if it was available from dealers 
other than you. Is that not true? 

Mr. Votnry James. That is perhaps a statement that could pos- 
sibly be interpreted that way. 

Mr. Harotp V. James. Senator, I would like to interject that our 
dealers have always been able to buy rubber from anybody else. 

Senator Giuterre. They cannot under the terms of ther franchise. 

Mr. Haroitp V. James. Their franchise calls for it, but during 
World War II they bought anywhere. They are still, a buying 
anywhere without our enforcing that provision of the contract. 

Senator Gitterre. Do you mean they proceed to buy in violation 
of the franchise, and you wink at it, if you know it ¢ 

Mr. Harotp V. James. That is right. 

Senator Tuyr. Senator Gillette, 1 would like to ask a question. 

Senator Grtterre. Senator Thye. 

Senator Tuyr. Are you tax exempt? 

Mr. Vorney James. We are a dealer's co-op, sir. 

Senator Ture. Are you qualified for tax exemptions ‘ 

Mr. Votney James. Yes, sir. 

Senator Tuyrr. Do you take the exemptions allowed you annually? 

Mr. Votnry James. Yes, sir; I would say that we do. 

Senator Tuyr. If the man does part of his business with you and 
part with someone else, how do you account for it? The reason I 
raise the question is, 1 do not know how you keep your books in such 
a Way as to qualify for exemption. 

Mr. Votney James. I do not quite follow your point there, Senator. 

Senator Ture. Part of the time the members affiliated with you do 
business with you and part of the time they do business over here 
with someone else ? 

Mr. Votney James. That is correct. 

Senator Ture. The question that comes to my mind is, how do 
you qualify for your exemption as a cooperative and how a you re- 
main qualified, because your members are buying here and there, and 
part of the time they buy from you? 

Mr. Vornry James. The answer to that lies in the fact that they 
are independent businessmen. ‘They keep their own books entirely. 
They are absolutely independent of us in every respect. The only 
thing is, they buy much as they do in any co-op. They buy a share 
in our company. On all the purchases they buy from us, they receive 
the dividends. Actually, they amount to a cash discount, you see. 

Anything they bought from Goodyear, Firestone or some of these 
smaller rubber companies would be, of course, completely aside from 
our picture. 

Senator Tyr. Do you do business with other than just members / 

Mr. Haroxp V. James. Yes, sir. 

Senator Tuyr. You do business with others? 

Mr. Harotp V. James. Only about 50 percent of our dealers are 
members. 

Senator Tuyr. Of your organization ? 

Mr. Harotp V. James. That is right, sir. 

Senator THyr. Then how do you proceed to remain qualified for 
tax exemption / 
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Mr. Harorp V. James. I think what you are driving at is this, that 
we pay taxes on all nonmember business; and the member business, we 
pay those out in cash dividends twice a year. 

It amounts to the same thing as a cash discount. I would not say 
that we are tax exempt in that respect. 

Senator Try. It seemed to be a unique arrangement. 

Mr. Vounry James. It is unusual. 

Senator Gitterre. We are very grateful to both of you gentlemen 
for your contribution. 

Thank you very much. 

Mr. Votney James. Thank you, sir. 

Senator Gittetre. Senator Hendrickson will preside now in calling 
the next witness. 

Senator Henprickson (presiding). Mr. I. B. Calvin, Bearfoot Sole 

., Wadsworth, Ohio. 


STATEMENT OF I. B. CALVIN, VICE PRESIDENT, BEARFOOT SOLE 
CO., INC.. WADSWORTH, OHIO 


Senator Henprickson. Do you have a prepared statement ? 

Mr. Carvin. Yes, I do, sir. 

Our statement is pretty much confined to the three subjects men- 
tioned in your letter. 

We appreciate being invited to appear before this committee to 
present our views as outlined in your invitation of March 19, 1951, 
concerning the present policy in effect, the allocation program and 
the operations of the Government-owned synthetic rubber plants. 

My name is I. B. Calvin. I represent the Bearfoot Sole Co., Wads- 
worth, Ohio, in the capacity of its general operating head, vice presi- 
dent, treasurer, and a director of the corporation. Our company was 
incorporated in April 1924. We currently employ approximately 
100 people, and when materials are available the plant is regularly 
scheduled 24 hours a day, 5 days a week. The principal products 
manufactured are rubber and Nuclear soles, heels, and soling material 
for shoes; and the reclamation of scrap rubber and synthetics covering 
our own requirements and any surplus for sale. 

Our views on the present policy in effect are clouded. Except for 
what we read in the ate ipers, pick up in conversations, read in the 
M-2 order, amended, or in an occasional form letter from either RFC 
or NPA, we remain in ‘ie dark. We have extremely limited know]- 
edge of the policies which are being followed—and are completely 
unable to reconcile our own rubber position with the statements and 
actions promulgated by NPA. 

In seeking information, we have never received a reply to a letter 
or schedule submitted asking questions concerning how our allocation 
figures were determined. All personal visits gave us little, if any, 
knowledge of policy or actions to be taken. Our views concerning the 
allocation program are as follows: We are totally lacking in facts 
sufficient to determine whether the present system of allocation is 
either fair or honest. In our opinion the efficiency is at low ebb. Our 
inability to date to get facts concerning the present policy instills us 
with a lack of confidence and suspicion. As of today we are in the 
dark as to what our allocation is for April—or how such allocation 
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was arrived at. This makes for inefficiency in our own factory, higher 
costs, and any information we give our customers unreliable. This 
subject will be dealt with again ‘under suggested recommendations. 

It is the secrecy of the “allocation program that is perhaps the 
greatest contributing factor to our distrust of the present system. 

Our views concerning the operation of the Government-owned 
synthetic plants must be stated with the exercise of the greatest re- 
straint. We believe Mr. Jeffers, former Rubber Director, well ex- 
pressed our sentiments when he said that the taxpayers had over 
oe rey invested in synthetic rubber plants and were entitled 

a ride for their money. The fact that this hearing is taking place 
nid is the direct result of the inefficient operations of the RFC. 
Mr. John L. Collyer, president of Goodrich, and a reliable authority, 
has covered the situation—and we endorse everything said in his letter 
transmitted to Mr. Erie Johnston under date of March 3, 1951. 

With the limited facts at our command it is inconceivable to us that 
the synthetic plants were so long being put into operation—and that 
as of this very minute apparently Mr. Collyer’s wise counsel and 
advice is being ignored or slept on. It is our opinion not only that our 
industry approves the wise counsel and advice of Mr. Collyer but that 
all properly informed citizens are deeply grateful to him. We believe 
his statement that capacity should be increased 200,000 tons annually 
is very conservative. ; 

Using as a basis the recommendations of the President on synthetic 
rubber as transmitted to Congress in January 1950 any agency in this 
present emergency should hang its head in shame at the actual produc- 
tion of synthetic as contrasted with the so-called rated capacities—but 
according to recent developments it should now be apparent to all 
citizens that the RFC is incapable of shame, is to be distrusted as we 
always have distrusted it—and it could be a national tragedy that such 
a discredited branch of the Government actually is entrusted to run 
this vital and most important segment of industry and govern its 
entire activity. 

We are a Nation almost entirely dependent on rubber—and it is 
common knowledge that approximately 9 months have passed since the 
aggression in Korea and still the synthetic rubber plants, paid for 
at great sacrifice by the citizenry, have not reached a satisfactory pro- 
duction output. The delay in starting the reactivating of these plants 
until late last year has placed our industry and the general economy 
in the position we face today. In our opinion it is a national traged) 
that the advice of Mr. Collyer has not been gratefully rec eived and 
acted upon. 

The record the RFC, as established in the operation of the synthetic 
rubber industry speaks for itself. It is unthinkable that this con- 
dition can obtain much longer. We believe others in the rubber indus- 
try have offered wise counsel—and those of us suffering from lack of 
material are justifiably disturbed that according to the press, Mr. 
William O’Neill, of General Tire & Rubber Co., long ago offered to 
assist in increasing with present facilities the output of ‘general- pur- 
pose synthetic rubber a minimum of 22 percent—but even ‘though con- 
ditions remain critical the American people are being deprived of this 
great benefit that has been offered. At the same time the same peo- 
ple are called upon to foot the bills, such as an approximate $37 
million loss on Lustron under the management of the RFC, 
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If there is only $600,000 representing a development loss already 
incurred by General in perfecting this development, it appears to 
us that there should be prompt action to settle the matter on an honest, 
fair, and equitable basis—and certainly no fair-minded person could 
have any righteous ground for objection if General Tire, the develop- 
ers of the process, had their own requirements supplied out of this 
increase in production. In 1950 we consumed 711,000 tons of tree 
rubber, according to the statistics—but based on only 600,000 tons 
consumption, a rise of 1 cent a pound adds $15,500,000 to the taxpayers’ 
rubber bill—but somebody seems squeamish about paying, by com- 
parison, a , sum to General Tire & Rubber Co. for this greatly 
needed increase in production, without bleeding the taxpayers un- 
necessarily. 

A further view on this subject is our condemnation of the arrogant 
attitude of the RFC as the operators. <A letter dated December 20 
from the Treasurer of RFC concerning the sale of Government- 
produced synthetic rubber addressed to the trade was shocking. It 
reads in part: 

On and after such effective date purchase permits issued in excess of the 
$50,000 limitation (or in excess of the approved credit limit where such limit 1s 
less than $50,000) will be issued on a cash basis and when presented to the dis- 
tributing agents together with shipping instructions must be accompanied by 
payment of the purchase price, plus the applicable uniform freight charge. 
Such payments must be made by certified check or banker’s New York draft or 
by bank cashier’s check drawn by a bank in the same Federal Reserve district 
where the distributing plant is located or Banker's draft drawn on a bank located 
in the same Federal Reserve District where the distributing plant is located, 
payable to the order of the Reconstruction Finance Corporation. 

On receipt of this letter the writer phoned the treasurer, Mr. W. C. 
Beck, Jr., and expressed his views with as much restraint as possible— 
that the terms were not only of the harshest but grossly unfair and, 
in common layman’s language, just plain silly. All of the questions 
Mr. Beck asked the writer were in my opinion well answered, with 
fundamentally sound and good business judgment. 

We were pleased to see those terms modified under date of F ebruary 
27—but it should be borne in mind that the so-called credit of $50,000 
amounts to nothing more than an open account on a carload of syn- 
thetic. Bear in mind that as soon as the permit is issued in Wash- 

ington the total value of the permit is charged against the credit limit. 
Although shipment may not be made for 10, 20, or 30 days and nothing 
has been delivered and nothing shipped—it still applies. This 
amounts to coliecting for merch: indise before it is even in existence— 
and contrast, if you will, these terms with those granted by the 
Canadian Government, who actually want to sell synthetic to please 
customers and are delighted to grant 30-day terms where credit in- 
formation warrants; and furthermore makes regular calls in an at- 
tempt to build up good will and render whatever assistance in a techni- 
cal manner they can. 

Senator Lone. May I interrupt you at this point, sir. I know it is 
somewhat unusual but you have quite a bit of material here. 

The committee wants to adjourn at noon. I believe the committee 
wants to hear from Mr. Spencer before noon. 

I wonder if we could suspend your testimony and continue your 
testimony this afternoon. 

Mr. Carvin. That is all right with me. 
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Senator Lone. It is in the interest of taking care of your small busi- 
ness and many of the rest of them, that we feel it might be well to re- 
ceive a recommendation before this day is out. Otherwi ise it would 
be impossible. 

Mr. Carvin. I do not intend to read all you have there. We have 
attached some supporting evidence of statements I have made. I do 
not intend to read the entire thing. 

Senator Henprickson. Mr. Calvin. you can return at 1:30. This 
does not deprive your continuing your testimony at all. You will 
merely yield at this point to Mr. Spencer. 

Senator Lone. If you will do that, we will continue your testimony. 


STATEMENT OF LELAND E. SPENCER, DIRECTOR OF THE RUBBER 
DIVISION, NATIONAL PRODUCTION AUTHORITY 


Senator Lone. I would like to ask one or two questions of you, Mr. 
Spencer. 

Senator Henprickson. Mr. Spencer, I understand the statements 
you are about to make will not aeons» our full statement. 

Mr. Spencer. That is correct. I did not expect to be on this morn- 
ing and did not bring my material. 

Senator Lone. There are some questions we want answered at this 
point, in line with some of the testimony that has been brought out 
and possibly you may be able to supply an answer to help clarify our 
thinking on this matter. 

Mr. Srencer. I will be glad to answer any questions the committee 
asks. I appreciate this opportunity. 

Senator Henprickson (presiding). Proceed, Senator Long. 

Senator Lone. Mr. Spencer, here is the first question I had in 
mind: Looking at section 701, I view that as being entirely a section 
for the benefit of small business. Do you place any other interpreta- 
tion on that? 

Mr. Spencer. Senator, IT am not thoroughly familiar wth section 
701, except the interpretations I have heard the last 3 or 4 days and 
I would have to agree that that is primarily a section placed in the 
order for small business. ~ 

Senator Lone. In section 701 (a) it says 

It is the sense of Congress that small-business enterprises “be encouraged to 
make the greatest possible contribution toward achieving the objectives of this 
article.” 

Section (b) says: 

In order to carry out this policy— 


that relates to subparagraph (a). 

Instead of repeating that, they say, “Here is what we are going to 
try todo. Weare going to encourage them by giving them exemptions, 
by setting up advisory committees and administering this act as ex- 
peditiously as possible.” 

Section 701 (c) has the same purpose as 701 (a). That says: Whenever 
the President invokes the powers given him in this act to allocate, or approve 
agreements allocating any material, to an extent which the President finds 
will result in a significant dislocation of the normal distribution in the civilian 
market, he shall do so in such a manner as to make available, so far as practicable 
for business and various segments thereof in the normal channel of distribution 
of such material, a fair share of the available civilian supply based, so far 
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as practicable, on the share received by such business under normal conditions 
during a representative period preceding June 24, 1950, and having due regard 
to the needs of new businesses. 

In view of the fact that this was offered by the chairman of the 
Small Business Committee at the time the act was passed, and the 
man who was at that time chairman of the Small Business Subcom- 
mitee of the Banking and Currency Committee, can you see any other 
purpose to that than to aid and protect small business? In other 
words, it is not drawn to require that the distribution be made in such 
a way as to see that big business gets what it regards as generous treat- 
ment. It is primarily designed to protect small ones and to assist 
them. 

Is that the way you interpret that section or do you interpret it 
differently ¢ 

Mr. Srencer. Senator, I would interpret the act to mean that small 
business is to be given extra consideration, if you please, in relation 
to big business. 

Senator Lone. That is right. 

Now when it relates to exemptions, in section 701 (b) (iii), that 
obviously means there should be exemptions where a small concern 
might just be turned loose because it would be relatively insignificant 
and while you might ration and control certain of the larger ones, 
those that did contribute significantly to that particular phase of 
industry, does it not? 

Mr. Spencer. That is right. 

Senator Lone. You have lived within that to some degree. You 
have exempted those using how much? 

Mr. Spencer. Less than 100,000 pounds a year. That represents 
about 320 companies, incidentally, out of the 885. 

Senator Lona. Now if you took all of these new companies of which 
you have knowledge—particularly these new companies who have 
testified—how much of the rubber do you think they would consume ? 

Mr. Srencer. Only the companies who have testified / 

Senator Lone. Take all the new companies you have knowledge 7 
producing camelback and producing various things, who started i 
business, let us say, since the last war, since 1946. 

Mr. Srencer. Senator, let me answer you in this way: I would like 
to treat that question in two parts: Strictly new business—that is, 
a new venture—would be dealt with on the basis of strictly a new 
venture. The real problem we have, in view of the over-all shortage 
of materials, into which I will not go at this time, with your permis- 
sion, the real problem we have, Senator, is with those companies that 
have been in existence and who have expanded and have expanded in 
a way that requires tremendous tonnages of materials. I would like 
to explain that by saying to you that camelback as such takes a tre- 
mendous amount of material in order to operate the camelback unit. 
On the other hand, relatively small amounts of materials used in the 
manufacturing of other products will require tremendous amounts of 
labor and turn out many more dollars worth of merchandise. 

Senator Lone. You have decided, have you not, that camelback is 
one thing that should be produced by all means? 

Mr. Spencer. That is right. 

Senator Lone. You want to encourage the use of camelback rather 
than buying new tires? 
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Mr. Srencer. Within the limits of availability we are allowing 
114 times the base period by taking it away from other products that 
manufacturer may also be mi aking. In other words, we are diverting 
from other products, in order to make camelback. We are not giving 
any company additional new rubber for the purpose of camelback as 
such, because we have not felt that we have had it. 

Senator Lone. I would like for you to answer my first question first, 
however. With regard to all the new businesses that were started 
since the last war, consuming rubber, can you give this committee 
some idea as to what percentage of available supply of rubber all of 
them would take? 

Mr. Srencer. It would be purely a guess, Senator, but I would say 
it would be well within 5 percent. 

Senator Lone. It might not exceed 2 percent ? 

Mr. Srencer. That is right. It is a very vague figure when you go 
into all the new businesses that have come into existence since the 
last war. 

Senator Lone. Please understand I do not expect you to administer 
an act the same way I would. It seems if I were charged with the 
administration, 1 eading section 701 (a), stating that Congress meant 
to encourage these small businesses to make the greatest possible 
contribution toward achieving the objectives of this act, and, further, 
stating there that in working out quotas and allocating oe that 
it should be done so as not to disrupt the available supply and give a 
fair share; but when it closes saying, “having due regard Be the needs 


of new businesses,” my guess would be that I would have probably 
given small new businesses their best month as their base. 
Certainly it would seem to me that for you to set a base for a business 


that commenced in 1950, that was doing 10 times as much business 
at the close of the year as they were at the beginning of the year, 
a low base period, it is ridiculous. 

Do you expect all of the new businesses to come in and plead hard- 
ship to you? 

Mr. Spencer. Senator, it is very difficult to set up a proper amount 
of material for a new business. 

We do not assume that the people who apply to our office for amounts 
of materials for new businesses are not telling us the truth. We are 
trying to get at a fair position between the new companies, in rela- 
tion to those companies who have already been in business. 

You must get this picture first: There is only so much rubber to be 
distributed in total, and that amounts to two-thirds of the rubber that 
was consumed in the month of October 1950. Therefore the total 
position is critical, and before we adjust any one company, until we 
are sure of the facts—because in adjusting any one company you do 
take away from the total. You take away from everyone else, the 
other small business right beside you. So we treat an adjustment 
as a very serlous matter. 

Senator Lone. Let us look at this language here that says that this 
shall be awarded in a way that will not result in a sufficient dislocation 
of the normal distribution in the civilian market. 

Now it would seem to me that when the camelback business, for 
example, is primarily a small business, largely with small concerns 
going in, the big concerns would be the ones who discourage the recap- 
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ping of tires because that would tend to discourage their principal 
business. 

When you are going to have to cut back on rubber and when you find 
that the supply of new cars is being cut by orders of the NPA by 25 
percent, you know the big concerns are going to get back that market 
as soon as we are able to increase the production of automobiles. That 
is their business waiting for them as soon as times become normal 
iain and everybody can have himself an automobile who has the 
money to buy it. 

But when you put those people in a position where they have to 
take their new tire rubber and put it into camelback, they will run these 
little fellows out of business. 

Take these people who testified before us who are manufacturing 
camelback, you cut them 50 percent. Then you give the large concerns 
plenty of rubber that they do not need for the customers “they have, 
to go out and take the business away from these little fellows. How 
do you justify that ? 

Mr. Spencer. Senator, let me clear up one point with you. 

Senator Lone. You know Mr. Dismuke down here in Mississippi 
cannot go back and get his customers and you know Dismuke is not 
going to get Firestone’s customers when these motor companies pro- 
ceed to manufacture all the cars they want, do you not? 

Mr. Srencer. No, I think there is a place in the American economy 
for small business, very definitely. 

I would like to clear one point that I believe is in your mind, and 
that is that the major tire companies are not heavy producers of camel- 
back. ‘That is not correct. 

[ would like the liberty of bringing in the figures by company of 
camelback production so that you can clearly establish ‘it. 

Senator Lone. From the way you have administered this order you 
know they are going to increase their camelback. 

Mr. Spencer. If they divert it from other products. They are not 
vetting any extra rubber for it. We are taking it out of something 
else they would normally be manufacturing. 

Senator Lone. You say they are not getting extra rubber for it, 
but you are giving them rubber for new tires that they are not pro- 
ducing. Their market has been cut by 25 percent for original equip- 
ment tires. Is that right? 

Mr. Spencer. The market has not yet been cut, s 

Senator Lona. It has not been cut yet? 

Mr. Srencer. It has not effectively been reduced. 

I think that is a point that has belabored the committee for 3 or 4 
days. The facts of the case are that original equipment in the second 
quarter of 1951 will be only slightly below the first quarter of 1951. 
Now the purpose of the 25-percent cut-back, as it was contemplated in 
the order was so that those companies would not have to take every 
tire they make and deliver it to original equipment. They have 
thousands of dealers, too, small businessmen, and now they are being 
deprived of any tires for sale. 

The responsibility for the cut-back is an NPA responsibility. It 
should have been placed perhaps on steel as such, or the controlling 
material in automobiles. It was not effective. Therefore rubber 
takes the onus, if vou please, of limiting automobile production. 
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Senator Lone. I understood the cut-back in the automobile pro- 
duction originally was to save and conserve steel. 

Mr. Srencer. The order, sir, has not yet been effective. I believe 
the records will show that. 

Senator Lone. And the automobile companies have not cut back 
their production ? 

Mr. Spencer. No, sir. I believe the records will show, sir, that 
automobiles produced in January of this year were equal to any 
previous month, and the same situation, sir, is holding true through 
February and March and is contemplated to be true in the second 
quarter. 

Senator Lone. Was it the purpose of NPA to cut back automobile 
production? When was that automobile production cut supposed to 
vo into effect ? 

Mr. Srencer. I would like to limit my answers to the Rubber Divi- 
sion, sir. 

Senator Lone. At the present time we need the other answer. Do 
you happen to know when the automobile production order was to 
go into effect ? 

Mr. Srencer. It was contemplated to go in April 1. But vou see 
with the high base that automobile manufacturers have, and with the 
adjustments they have had in their base, the requirements on the 
original equipment tire companies is still as high as in the first quarter, 
almost. 

Senator Lone. The cut-back is supposed to go into effect on April 
1. The chances are that the tires to be delivered for April 1 for auto- 
mobiles have been largely manufactured ? 

Mr. Srencer. That is not correct, sir. They are being shipped hot, 
if you please. There is no company that has an inventory of tires. 

Senator Lone. Where are the major companies getting the rubber 
to go out and raid the camelback field ? 

Mr. Spencer. I have heard those allegations, sir. I could not 
prove them. I am highly skeptical of them, but that is another point. 

Senator Lone. In line with what you say, if all these new busi- 
nesses would require about 2 percent of the supply. I believe if you 
took care of these other small concerns it would only take a small 
amount. Why can you not find some way to take care of these peo- 
ple and let them go ahead and operate somewhere near their capacity, 
ie at least take that into account in trying to pick your base period ? 

Mr. Spencer. Sir, that is our objective, to arrive at a fair operating 
level for every new business, and also to relieve the financial hard- 
ships which might jeopardize the existence of a small company. 

Senator Lone. And this thought also occurs to me: If you are going 
to pick a base period, it may be th: at, the last year might be about 
the most logical one to pick, the last year before the controls go into 
effect. I can see the logic of that. 

However, the fact remains that you could not find a more sc theal 
able period for the major companies than that particular last yea 
could you? That was when they were doing more business thon 
they ever did before and their profits were the highest. 

Mr. Spencer. I do have some figures, I believe, that might be of 
interest to you on that point. 

Senator Lone. Would you state me a period of similar length— 
let us say if you are going to pick an 11-month or 12-month period— 
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could you find a period of similar length since the war when the 
large companies had it any more their way ‘ 

Mr. Spencer. Yes, sir. I would like to show you some figures. 
I was not expecting to be called this quick, so if you will pardon me 
for a moment I will locate them. 

I would also like to submit this for the record if you agree after 
you have heard these figures. 

Senator Lone. Surely. 

Mr. Srencer. Keep in mind I am not concerned with my position 
with the big companies. Iam quite an individualist, as my own com- 
pany knows. 

For the year 1948, the Big Four companies consumed 647,000 tons 
of new rubber. All other companies consumed 422,000. 

Senator Lone. Do you have a copy of those figures ? 

Mr. Spencer. Yes, sir. 

Senator Lone. I would like to see a copy if you have it there. 

Mr. Spencer. Yes, sir. I had my staff run off these figures a day 
or so ago, so I would be informed on the situation. 

(The information referred to is as follows :) 


Total new rubber consumption, 1948, 1949, and 1950 


Fiscal year Percent in- | Percent in- 
ending 1950 crease 1950 | crease 1950 
June 1950 over 1949 over 1948 


Total Big Four. 47, 23 590, 779 639, 531 23. 35 12 


‘ 5Q 
‘Total other companies 22, 17 398, 124 4139, 749 33. 0 25 


50 


lotal industry 1, 069, 404 988, 903 1, 079, 280 , 258, 557 27. 27 17. 69 


Senator Lone. You do not have the figures for 1946 and 1947? 

Mr. Srencer. No, sir: I do not. 

Senator Lone. Those figures would be interesting because just after 
the war, when things were in scarce supply, we had a pretty good indi- 
cation of what these small concerns could do. At that time there was 
a great demand for the product and anybody who could produce it 
had a pretty good chance of marketing that product. 

The figures that we had during the last year, regarding small busi- 
ness, seem to indicate that the further you got away from the last war, 
the larger the percentage of business the big concerns had. That may 
not be the case in the rubber business. 

Mr. Spencer. I will call your attention to the column in 1950, the 
fourth column over. I believe — raised a question a couple of 
days ago that 1950 was a peak year or banner year in favor of the 
major companies. I am not fighting thei ‘ir battles, but I want the 
facts on the record. The percentage increase of 1950 over 1948, by 
the four major companies, was 23.35 percent. All other companies’ 
increases in 1950 over 1949 was 33.08 percent. The total industry in- 
crease, 27.27 percent, reflecting a consumption of 1.258.000 tons in 
1950, versus 988,000 in 1949. 

Now, a similar comparison with 1950 over 1948, going back another 
year, 

The total Big Four consumption was 12.59 percent increase, as com- 
pared to 1948. All other companies, 25.50 percent increase. 
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Senator Lone. Of course, that would indicate on that basis that if 
you had picked, let us say, 1949, that would not have been as favorable 
to the concerns outside the Big Four as it would have been if you had 
picked 1950. That is what the figures would indicate. 

Mr. Spencer. That is right; 1950 was a better vear for all other 
companies. 

It is interesting to note that that percentage has been growing over 
the years, contrary to the information that has been generally distrib- 
uted here. 

Senator Lone. There have been a lot of new businesses created too. 

Mr. Srencer. That is correct. 

Senator Lone. A lot of new people have gone into the rubber field. 

Mr. Spencer. That is one of the main problems in the administra- 
tion of this order. The new businesses were previously exempted 
unless they consumed an X quantity of rubber. 

When I took over the administration of this office, there were no 
records showing the past consumption of those companies in factual 
enough form that we could tie it to anything. 

Senator Lone. Of course, you say that during the war the new 
businesses were exempted unless they consumed X quantity of rubber. 
That resulted in a relative expansion of small business, in compari- 
son with large business, did it not / 

Mr. Srencer. That is correct. 

Senator Lone. Would that not indicate that that was the result 
of following just exactly the type of purpose that you have here in 
this act ? 

Mr. Spencer. Certainly. Nature was taking its course. 

Senator Lone. Congress more or less intended to encourage these 
small enterprises. Of course, it does not show that big business was 
hurt too badly. I see from 1948 to 1950, for example, the big business 
incerased, but small business increased too. 

Mr. Spencer. They increased more. 

Senator Lone. They seem to have increased more during that 1948 
to 1950 period. 

Mr..Spencer. That is correct, sir. 

Senator Lone. Do you know off-hand whether the facts for 1946 
would indicate the same growth on the part of the companies outside 
the Big Four? 

Mr. Spencer. I would like to get those figures for you before I make 
an answer, sir. I do not have them with me. 

Senator Lone. Do you feel that this base period then, insofar as 
small business generally is concerned, is not necessarily unfavorable to 
the small companies ¢ 

Mr. Spencer. As a general answer, “No.” 

Senator Lone. Now, as far as small business is concerned, and in 
speaking of new business, you have a different picture there, do you 
not ¢ 

Mr. Spencer. Yes, sir. 

Senator Lone. I am sure you would realize it would be completely 
unfair to apply the same base to new business, particularly if you take 
an average period. et 

Suppose a man starts in busines during the middle of the period. 
It would be completely unfair to apply the same period to him that 
you would apply to someone else who is operating all year. 
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Mr. Spencer. That is correct. 

Senator Lone. The act contemplates that you would try to give 
generous treatment to new business. Certainly it would seem reason- 
able that with regard to him, you would work out a different base that 
would give him more favorable treatment than he would get by apply- 
ing a base designed to apply to established companies who had been 
in the business for a while. 

Mr. Spencer. Senator, there is no base for a new company; it is a 
matter of trial and error and judgment. We are anxious to establish 
bases for new companies that are consistent with their real demand. 

Senator Lone. Can you see any harm that would result by simply 
letting all these small concerns who started in business during the last 
3 or 4 or 5 years take the best month of production they have had, 
insofar as encouraging small business is concerned? It would not take 
more than about a half of 1 percent of the available rubber, would it? 

Mr. Sprencer. It would not take too much rubber. ‘That is one 
approach to it, and I think a worth while consideration. 

Senator Lone. If you do not do that, you are going to be faced with 
this: In the long run these things try to work themselves out, but many 
of them die in the process. If we are not careful, many of these small 
businesses will be out before we can relieve them. 

I have heard of some people who got expeditious action. Some 
complained about a month. Knowing how the Government operates, 
| think you are doing well sometimes to get relief to them within 
a month, but it seems to me we should try to work out a system where 
initially they would have an allotment sufficient to enable them to 
carry on. 

Iam inclined to think that that is a shortcoming in the order at the 
present time. 

Mr. Seencer: Senator, that was a shortcoming and the reason for 
its being a shortcoming was the fact that there was not adequate infor- 
mation in our Office. 

You will find that many small companies—and I have an interest in 
the small company—many small companies just write a couple of 
paragraphs and say, “We want some rubber.” Well, that is not quite 
enough information upon which you can act and act fairly because 
you are going to take whatever you give him away from somebody 
else. We do like to know what the facts are, and that takes a little 
time. 

Senator Tuyr. Mr. Chairman, and also Senator Long, a question 
comes to mind right at that point that I would like to ask of Mr. 
Spencer. I just happened to open up the folder lying here on the 
desk and I see “Edward T. Skinner, manager of the Skinner Bros. 
Rubber Co. of Dallas.” I was here when Mr. Skinner testified. I am 
looking at it now. Can you in any manner justify the action of your 
Department and those who were associated with you in the apparent 
confusion and lack of administrative policy that faced Mr. Skinner 
and his organization in their problems? 

Mr. Srencer. That was probably one of the worst cases I have ever 
seen. 

Senator Tyr. You have been here every day, I have been in and 
out because of my having to attend Appropriations Committee ses- 
sions, but I know that Mr. Skinner is not the only gentleman who 
has felt there was a confusion within your department, and some of 
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these organizations only got about half of what their history indi- 
cated they should have and they had a perfect right to come to us and 
inquire about the score. 

When we see your over-all total figures, your figures would indicate 
that everything should be quite readily accepted because we see the 

“all other companies” here, that they have gotten an increasing per- 
cent over the years just about the same as the | big companies. 

But when we get down to these specific cases like that of Mr. Skinner 
here, it appears to be different. [ could go on and speak about the 
Minnesota company, but I chose a Texas company so you could not 
say I was just talking about my Minnesota people. But when I see 
what happened down there in Texas, I would say the same happens 
in Minnesota and every other State in the Union. What: is wrong, 
Mr. Spencer What is the main trouble? We know you do not have 
rubber enough to satisfy everybody, but what is the main trouble? 
Are you short of help? 

Mr. Srencer. We have more than doubled the size of our force since 
I came into this job. 

I would like to say for the committee’s benefit that I reported for 
duty January 8 and that at the time the organization which was 
there had not previously had any executive responsibilities whatso- 
ever. We have supplemented that force that was in existence at that 
time with recruited personnel and in Government that takes a little 
time. We have attempted to place the responsibility on those people 
who are capable of absorbing that responsibility to do this job. 

In the meantime, we have moved three or four times, as you might 
well imagine in Washington. We messed up the Skinner case. I 
regret to say we just loused it up. 

Senator Ture. There were quite a number—I will quote your own 
remarks here—that were “loused up” much in the same manner. 

Now, the reason I ask the question is that we have to keep our 
economy somewhat in balance across the Nation. It has been charged 
here that four companies have been favored—whether they were able 
to do it on their own or whether they had an inside track is imma- 
terial, but we know that every time they had a 10 percent increase in 
the raw material there was a 10 percent decrease to somebody else. 
In some instances it was 50 percent decrease to one organization which, 
like Mr. Skinner here, just could not get heads or t: ails from your office. 

They suffered a tremendous loss. Another suffered a 50 percent: loss, 
and another one only a fraction. 

It destroys the economy of our Nation. When a community is 
dependent on this plant for employment and the entire support of the 
workers in that community, and that plant only gets 50 percent of a 
normal allocation, or only 30 percent, that community is absolutely 
faced with starvation. 

I therefore ask you the question, what could we do here now? Do 
you need more help? Do you need permanent quarters, so they will 
not move you again and get your files all confused ¢ 

That is the first step with which this committee must concern itself 
in order to get you started right. 

Secondly, we are going to have a certainty here that we are going 
to have a proper allocation of this material to every Tom. Dick, and 
Harry, who is in the process so that he gets the right share. 

Thirdly, what can we do to help you step up synthetic rubber ? 
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Mr. Svencer. Let me try to answer those in order, if I may. 

In the first place, as far as the size of the staff is concerned, I think 
we now have on our staff all the people that would - of value to us 
for some time. They are not experienced people yet, 

As to the second point, we are moving tomorrow into another 
building. 

Senator Tuys. I hope that will be permanent. 

Mr. Srencer. I hope so. 

Senator Ture. We will help you nail it down if it is not permanent. 

Mr. Srencer. It is in the new GAO building so I hope, sir, this is 
permanent. ‘That means for the first time we will be able to get all of 
our files together in one section of a building. 

With respect to the allegation that the big companies have been 
having preferential treatment, let me say this to you, sir: Since I have 
been in Washington not 1 pound of rubber has been given a major 
rubber company outside of his regular base period; not 1. 

Senator Taye. How did they get it? I mean how did they get what 
apparently seems to be the high increase alluded to in the testimony ? 
We have not heard the Big Four. We will hear them, but I mean 
what is the basis for the criticism of the enormous increase on the 
part of the Big Four? 

Mr. Srencer. I am not aware of any increase on the part of the Big 
Four, sir. I have some figures that I had hoped to present when my 
turn came up, but I think perhaps you should see them now. 

Senator Gitwerie. I do not beheve we should take the time now. 

Senator Ture. I am sorry for the interruption. 

| was rude enough to interrupt Senator Long, so I will withhold all 
questions I may have. I have a lot of questions but I intruded so I 
shall cease now. 

Senator Lone. I would like to ask one more question before I forget 
it. With regard to the kind of cases we heard here tod: ay, these small 
concerns that use insignificant amounts of rubber—here is this fellow 
who went out and mortgaged his home to buy himself a machine and 
at the time he ordered the machine he would have noe able to have 
done business under existing conditions. However, by the time the 
machine got there, he faced a rubber allocation order that would not 
allow him to operate. 

Would it require any significant amount of rubber to let that person 
go ahead and operate to the limit of that amount of machinery that 
night be on order at that time for these small concerns ? 

Mr. Srencer. Sir, I had occasion to check into that case this morn- 
ing because he was in our building this morning, and the facts of the 
case are that in his original statement to our office there was not 
enough information really to go on. 

When he walked in with his facts and figures this morning, my office 
has gotten word to me that the man is properly satisfied and happy. 

Now that, sir, is one of the major problems in handling a small 
operator, because he does not take the time to tell us his real story. 

Senator Lone. I understand that, but here is the point : 

Would it not be better to set down any regulations with regard to 
a case like that—where machinery had actually been on order prior 
to the time you came out with the first rubber allocation order—and 
simply say that those small concerns can have enough rubber to 
operate ¢ 
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Mr. Spencer. Sir, that is our objective. I regret that a lot more 
information has been disclosed here in discussion of a company’s case 
than is on record with us in many, many instances. We are making 
a sincere effort, believe me, to take care of these small companies and 
these hardship cases. 

Senator Lone. Would it not be better if you tried to fix your regu- 
lations so they would come within them so they would not have to 
come to Washington and plead for a hardship case 

Mr. Spencer. That is right, sir. I am looking forward to the day 
when it will be unnecessary for anyone to come to Washington. My 
guess is that by July 1 we will have this rubber situation straightened 
out from an administrative standpoint. 

Senator Lone. Of course, the thing we are worried about is taking 
care of these people now. Some of them may be in great distress by 
July 1 and we will probably need some sort of an interim proposition 
to carry them over. 

Do you think it might be possible to allot some rubber now, a small 
amount at the present time to tide many of these people over for the 
next month or two until you can work this thing out ? 

Mr. Spencer. Administratively, sir, that is the only answer and 
I am prepared to undertake it immediately. 

Senator Lone. Thank you. 

Senator Gittetre. Mr. Spencer, of course, we realize we called you 
here unexpectedly. There were some questions we wanted to ask pre- 
liminary to a statement that the chairman will make at the conclusion 
of the session. 

We will, of course, have you back, at which time we will interrogate 
you. You will doubtlessly have many matters you will want to bring 
out. 

I was rather astonished, though, Mr. Spencer. If I understood the 
statement you made here correctly, you mh 1ave been a member of this 
organization since January 8 ? 

Mr. Spencer. Yes, sir. 

Senator Gruterre. That will mean you have been a member for 
about 3 months and a week. If I understood you, in response to the 
first questions asked by Senator Long, you said you were not especially 
familiar with section 701. 

Mr. Srencer. I said that I had not personally made a study of it 
because I am an administrator, sir; I do not set the policy. 

Senator Gitterre. Yes; but as an administrator, the policies you 
set up as administrator must certainly conform with the standards 
laid down in the delegated power of Congress. It was really astound. 
ing to me to hear of an administrator who had been administrator of 
a program for 3 months, or practically 3 months, say that he was 
not familiar with the basic yardstick that had been laid down. 

Mr. Spencer. You misunderstood me, Senator. I did not say I was 
not familiar with the basic yardstick. I was not familiar with the 
language in each question Senator Long propounded separately. 

Just to pick up an order, sir, look at it and say that you are familiar 
with it is one thing; to have studied it is something else. 

Senator Gitterre. I hope I misunderstood you, but I understood the 
question to be, by Senator Long, “Are you familiar with section 701 
which laid down this yardstick,” and you said you were not particu- 
larly familiar with it. 
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Mr. Spencer. I mean I could not quote the wording of it. That is 
what I mean, sir. 

Senator Gittetre. NeithercanI. I cannot quote it. 

Mr. Spencer. And I did not have one in front of me, so I wanted 
to refresh my memory before I could answer any question. 

Senator Gituetrre. We want to be wholly fair to you, but I confess 
that did astonish me and when you are called back I know you will 
clarify it. 

There is just one statement I wanted to make with reference to the 
comparative figures that you filed with us here, as to the amount of 
rubber allocated to the so-called Big Four and all of the compi anies. 

It is true, in making that comparison, is it not, Mr. Spencer, that 
we must bear in mind that the Big Four are a fixed factor and all other 
companies area variable factor. ‘They do not remain contsant, so that 
in making the comparison of the amount of or percentage of available 
supply given to four companies with the amount made available to all 
other compnies, we must take into consideration the fact of how many 
other companies there were at the time the comparison is to be made. 

Mr. Spencer. That is true. ‘Those figures are just total figures, sir, 
of total rubber consumption divided into two parts, the Big Four 
versus all others, without any attempt to explain or justify what might 
comprise a small company group. 

Senator Gitterrr. Again I want to express the apology of the 
subcommittee that we called you without giving you notice of the 
time to be called, for a partial interrogation. 

Senator Lone. Did Senator Thye have further questions? 

Senator Tarr. No, I can ask no further questions now. I will wait 
until Mr. Spencer comes back with full knowledge he is going to 
be heard and has all his material here with him. 

The only reason I raised the question I did, was because what was 
being discussed at the moment bore on what we heard from Mr. Skin- 
ner, of Texas. 

Mr. Spencer. We have made some mistakes and are trying to make 
an honest and fair and equitable job. We will probably make some 
more, but we want to hold them to an absolute minimum. 

Senator Lone. Another reason I wanted you to be called at this 
time was because I was holding up a recommendation of this commit- 
tee until I had heard from you. 

Mr. Spencer. I am sorry, sir, I have been unable to give you the 
complete story because, if the committee wishes, I would like to take 
each of these cases that have been brought up and acquaint you quickly 
with what the facts were. 

Senator Lone. This committee’s recommendation that I have been 
liolding back on has been in line with what you have testified here. I 
have felt that you should be heard with regard to those particular 
facts and that we ought to have your views on it before any recom- 
mendation was made by the committee and that is why I asked to have 
you interrogated. 

I will be very interested to hear your testimony on this entire prob- 
lem when we have a chance to go into it. 

I know there are many phases of it, some of which are completely 
beyond your control, that we should look into before we attempt to 
make any final recommendation on the rubber situation. 
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Mr. Spencer. It is an extremely complex problem as you well know. 

Senator Gitterre. Mr. Spencer, I have just one question. 

As Senator Long has said, the questions that he wished to ask were 
preliminary to a request and a suggestion that the subcommittee has 
in mind making at this time, which is a temporary suspension of your 
contemplated orders for the supply during the month immediately 
ahead, in April, the cuts that you have in mind. 

Before I read this statement, I will ask you a question, if you are 
prepared to answer it, offhand, if a suspension of that cut in the im- 
mediate future—within the next week or two—if it could be deferred 
without serious impact on the defense effort ? 

Mr. Spencer. Well, sir, the cut is purely a matter of mathematics. 
There just is no more rubber than the cut indicates. 

If you do not go through with the cut, I do not know the mechanics 
that exist today “of getting what rubber is available to these compa- 
nies. I can only distribute, sir, what is available. 

Senator Gitterre. But the cut applies to the immediate future. It 
is a cut that does not refer to the first 3 months of this year. 

Mr. Spencer. The cut, sir, is a matter of how much rubber you 
have to distribute. 

For the month of March, for example, we had 95 percent of the base 
period. For the month of April it will be 90 percent of a base period 
and that, sir, is after obtaining no later than yesterday 5,000 tons of 
natural rubber from the stockpile, which would otherwise have gone 
into the stockpile. And it is also after taking 2,000 tons of GRS, 
which was set aside for MRO orders in April, and making that avail- 
able also because you must have a mixture. 

Now, sir, that requires a recalculation of every company’s figures. 
Every company. In order to get the right distribution to each com- 
pany between natural and synthetic rubber, that will be necessary. 

A restraining order or anything that will stop the works will simply 
stop the works. I can only distribute, sir, what is available. 

Senator Giterre. That is perfectly understandable, but the ques- 
tion is, even recognizing all these factors vou have mentioned, could 
it be deferred without seriously jeopardizing the national defense ? 

Mr. Spencer. The problem, sir, is that the companies are late 
already in getting their allocations as a lot of them have testified, 
and they have my deepest sympathy. They are absolutely right. 
Our figures should be given to them 2 or 3 weeks before the month 
starts, but there are administrative problems over which I have no 
control and I cannot solve that problem. 

They are just now getting their figures from Rubber Reserve which 
have been the result of our calculation. 

Now yesterday, with the 5,000 tons of natural rubber taken from 
the stockpile, it requires a completely new calculation because a 
company gets a different amount of natural and a different amount of 
synthetic, depending upon how much total is available. 

Senator Lone. Is this 5,000 out of the stockpile or 5,000 anticipated 
to go into the stockpile? 

Mr. Spencer. It was anticipated to go in and it will not go in. 

Senator Lone. Some are inclined to think that the stockpile i is too 
high as it is, anyway, or that the stockpile requirements, let us say, 
are too high based on the fact that during the last war we did not 
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have any stockpile or synthetic plants either and we got by, and 
this time we have not only a much better synthetic than we ever had 
before, but we have plants in operation and are not nearly as likely 
to have our entire natural supply cut off as we did before. 

Mr. Spencer. That is correct, sir, and believe me, I have been 
battling this question of using more natural rubber. 

Senator Gitterre. Mr. Spencer, we are not going to ask you to 
do the impossible, and we certainly do not want to jeopardize the 
war effort, but by unanimous action of the subcommittee, which has 
the approval, of course, of the chairman of the full committee, Sen- 
ator Sparkman, I am authorized to make this statement as a sug- 
gestion. It is not an order. 
~ We are not authorized to issue orders, but in the light of what 
we have heard here, we make this suggestion : 

This subcommittee has been holding hearings since Monday to in- 
quire into the field of the available supply of rubber, the policies 
followed in its distribution and to inquire into the difficulties the 
civilian production may be encountering in the face of existing con- 
ditions relative to this very important material. 

This subcommittee has concluded that on the basis of the testimony 
of the witnesses who have appeared here and from the mass of tele- 
graphic and written protests we have received, over 800 letters and 
telegrams, that a prima facie case, at least, has been made that the 
smaller companies are not getting a fair break with the larger com- 
panies in getting their basic raw material under the Defense Produc- 
tion Act of 1950 with particular reference to sectiou 701 thereof. 

Accordingly, this subcommittee hereby requests the NPA to sus- 
pend immediately the proposed reductions in the allocation of rub- 
ber for the month of April until this subcommittee completes this 
study. The subcommittee further requests the NPA to take such 
steps as may be necessary to provide not less than 10,000 tons of rub- 
ber per month beginning April 1, 1951, to be allotted to the companies 
other than the big four, namely, Goodyear, Goodrich, Firestone and 
United States Rubber Co., in such manner as to alleviate to the maxi- 
mum extent possible hardships to the small companies in the rub- 
ber industry. 

The subcommittee has concluded that this action on the part of NPA 
will be consistent with the national defense program and in accord- 
ance with the Government small-business program and that it is 
absolutely necessary if many of these small businesses are to continue 
in existence. In this regard, the subcommittee wishes to emphasize 
to NPA the importance of reviewing immediately the procedures 
followed in making adjustments in hardship cases with a view toward 
liberalizing them substantially. Further, the subcommittee requests 
an immediate response to the recommendations made herein as to the 
feasibility of action suggested or other action that might alleviate or 
lessen the incident immediate danger to many small enterprises in 
this industry. 

We have also forwarded telegrams to the President and the Secre- 
tary of Commerce urging favorable consideration. 

Now, you will underst: and, of course, as I have stated, that that is a 
suggestion on the part of the committee, and we request a reply as soon 
as “possible, as to the feasibility of this suggestion or as to any other 
suggestion that you people have in mind. 
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We thank you, Mr. Spencer. . 
The committtee will rise. We have about three more witnesses. We 
will reassemble at 1: 30. 


(Whereupon, at 12:15 p. m., the subcommittee recessed, to recon- 
vene at 1:30 p. m., the same day.) 


AFTERNOON SESSION 


Senator Guterre. The subcommittee will come to order. The sub- 
committee meets pursuant to the noon recess. I believe at the time 
we suspended that Mr. Calvin had been testifying and had been asked 
to step aside in order to permit us to ask some questions of Mr. Spencer. 

We thank you for your courtesy in that regard, Mr. Calvin, and 
you may proceed with your statement at the yoint where you left off. 

Mr. Catvry. We are opposed to the RFC s having anything to do 
with the operation of the synthetic-rubber plants—and until we have 
more facts than we have at present we think on the whole that the 
results of the operations have been unsatisfactory both from the stand- 
point of quality and quantity—and this could be the result of the lack 
of personal or corporate initiative. As an example, our company had 

i DO-rated order for combat soles. In about 10 days we received 
seaniieilen to buy and accept delivery. Our contract called for de- 
livery halfway across the continent—and the Government was so 
advised. After innumerable telephone calls, we finally learned that 
the rubber would come from Texas. The delivery date for the rubber 
was later than the delivery date required on the combat soles of our 
manufacture. Without any intention of criticizing the producing 
plant, it is a fact that even with that delivery date we had to accept 
off-grade, off-specification rubber or do w ithout for from 20 to 30 days 
longe r. In our opinion if private industry operated on the same basis 
with the same kind of customer relations it would soon be in 
bankruptcy. 

As regards the part small business plays in the operation of the 
synthetic plant, it 1s our understanding that either a law or directive 
requires that at least one operation is to be under the jurisdiction of 

small business. I personally took the matter up in a meeting of the 
Rubber Heel and Sole Institute, whose membership is comprised of a 
group of successful, outstanding small rubber sole and heel manu- 
facturers. Our executive secretary, Dr. Robert Winters, was asked 
to check into the matter in W ashington—and we all expressed a desire 
to have such an opportunity. Dr. Winters will probably make a 
statement before this committee—and he can report the details more 
accurately than I. 

One definition of small plants by the Government are those em- 
ploying 500 or less people. We have not been able to find out exactly 
what plants are in operation or who is responsible for the production. 
Our secretary reports that he was told that one plant was being run 
by the small manufacturers. Some of them named were Boston 
Woven House, Baldwin, Rowett Robbins, American Hard Rubber, 
Brown Rubber Co., Drydon, Thickol, Sponge Rubber Products, Sim- 
plex Wire & Cable. If these are small plants, then we have no com- 
plaint. The Dun and Bradstreet ratings indicate the major portion 
of these plants are what we call large companies. We have had no 
part in any plans, formulation of policy, or operations. This com- 
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pany has never been consulted or approached in any manner—and 
to our knowledge no other companies of comparable size have been 
consulted. 

The following recommendations have been gathered hurriedly un- 
der trying conditions and have not been formulated with the proper 
thought and study required because of lack of time—and illness. 
However, there might be a suggestion or two that would contribute to 
the welfs are and i improvement of the situation. 

We recommend at the earliest moment possible a policy binding on 
Government employees the same as industry and the public. The 
H-2 order, as amended, is unquestionably a good start. There should 
be a sound reason for each policy formulated—and in our opinion an 
M-2 amendment published that will make it mandatory to follow the 
formula adopted. Such a formula will not be perfect, but it should 
do much to Sine unity among us all, and restore confidence. This 
step should be taken at once to clarify operations. 

Unity and confidence is not going to be established until there has 
been an independent audit of what has been done in the past, to deter- 
mine if there has been any unfairness or dishonesty in the distribu- 
tion of the available crude and synthetic rubber. Such an audit will 
be the main factor restoring confidence. Confidence in future opera- 
tion will come automatically, when there are no more secrets about 
allocations, and when the amount of rubber allocated to each com- 
pany becomes public knowledge. Unless there is something to be 
hidden, there can be no objections to this policy. The rubber industry 
is rugged. All financial details are known to each. The BMA col- 
lects data on the amounts of materials used, such as rubber and 
reclaim. All of these figures are interchanged, including rates of 
pay. Why should there be any secret about how much GRS is allo- 
cated to either our company or any of our competitors—if common 
knowledge will automatically eliminate distrust, suspicion, and in- 
cidentally, under-the-table deals ? 

This system would also relieve the individual charged with the 
responsibility of administration. So far as we know, Mr. Glen con- 
ducted the office in such a fashion. If so, there should be no harm 
in these facts coming to light. Mr. Leland Spencer has taken the 
thankless job of administration, and we have never met the gentle- 
man, and neither, as a matter of fact, is there any personal acquaint- 
ance whatever with Mr. Glen. We believe that Mr. Spencer is capa- 
ble and honest or he would not have held his former positions. If 
| were the administrator 1 would welcome operating under such a 
policy. 

We agree in principle with the statement of Mr. William O'Neill 
that there should be created a small inventory pool to take care of 
justifiable hardship cases. We are in no position to pass any kind 
of judgment on the amount of crude or synthetic required for the 
stockpile for military purposes, but hope the figures are fair and 
honest, for the sake of the taxpayers. If the size of the stockpile 
is to be kept secret for national security reasons, we have no quarrel 
with the policy makers. 

We recommend that the amount of crude or synthetic that is avail- 
able to the industry be published so that everyone will know, and then 
by a predetermined formula each of us can figure what is coming 
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to us and thereby be in a position to check the accuracy of the Govern- 
ment allocating agency. A competent industry committee could 
easily figure whether 1, 3, 5, or 7 percent should be set aside in the 
revolving inventory pool. This could change: be lowered if the 
pool got too big, and raised if the inventory was exhausted. Full 
publicity should be given to that figure, and it could be that that 
would be an excellent pool to use when additional facilities are in- 
stalled by the various plants. 

In our case, last year we purchased a No. 11 Banbury from Farrel- 
Birmingham. It has been delivered to us this month. We have 
nothing to put in it, but the investment is a major investment for 
our company. From the same company, Farrel-Birmingham in 
Ansonia, Conn., there will be shipped over 100 and less than 200 of 
these Banburys to the industry probably this year. The practical 
problem to be solved is what to do with this equipment in order to 
operate it. If it is not to be operated, certainly the steel and man- 
power, motors and electrical equipment should not be tied up. 

The industry needs to expand. These Banburys will run. The 
amended M-2, or some such order, in our opinion, should definitely 
set forth how this equipment is to be wee with rubber. There 
should be no secret settlements of appeals. There unquestionably 
is a fair, honest and equitable manner of solving the problem, and 
it is important that it be solved. 

It is our recommendation that the manipulation of this inventory 
pool be subject at all times to an audit to determine exactly what 
went into it, what was shipped out, and who received it. As a sug- 
gestion we would recommend a committee of men whose honesty and 
integrity is unquestioned. We believe it would be fair to select one 
from small industry, such as the executive secretary, Dr. Robert 
Winters, of the Rubber Heel and Sole Institute, who represents prac- 
tically all of the small sole and heel manufacturers. One might be 
selected from the official family of the United Rubber Workers of 
American. Such a man as Mr. Paterson, their attorney, is throughly 
conversant with the industry, and the membership of the union is 
large. Another reason for recommending an official from the union 
is so that proper explanations can be made to their membership, when 
necessary, and after all it is most important to the man who makes 
his living building tires, for instance, what his morale is like when 
he works all day ‘and goes home at night to his wife and perhaps 
one or more empty bedrooms because his son is in Korea or some- 
where else. 

Another person forming such an audit committee might be selected 
from the public by Mr. C. E. Wilson, in whom we all have complete 
confidence, not only in his ability but in him personally. For a 
fourth member a competent employee of the Rubber Manufacturers 
Association would make an excellent person to represent the large 
manufacturers of rubber. The fifth member, in our opinion, should 
be a competent accountant from any registered, reputable firm of 
public accountants. 

The duties of the committee would be to make an audit and inves- 
tigate any complaints that might indicate a condition that needed 
the spotlight of publicity. T he committee could operate only in an 
advisory capacity, making the report to the administrative head; 

but they should have authority to appeal and lay the case, as the ma- 
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jority of the committee sees it, directly before Mr. C. E. Wilson. His 
decision should be final and binding on all parties. 

Certainly the allocation program should be set up to eliminate the 
time-consuming and innumerable telephone calls concerning permits, 
appeals, correspondence, and so forth. Allocation and distribution, 
in our opinion, should be done by one competent agency. Red tape 
and time consuming, aggravating conversations and useless trips to 
Washington could be avoided if there was a formula set up for allo- 
cation so the figures could be compiled accurately and quickly and 
permits issued all at one time in one spot. Just what would we do 
in case of attack on this country if it took the average 10 days or 
longer to process the paper work as it does to get a bale of rubber or 
synthetic shipped ¢ 

We have no authentic information regarding the rubber stockpile; 
either crude or synthetic. Huge piles of crude rubber in warehouses 
are subject to sabotage by fire, and once the fire starts history will 
repeat itself, and there will be total destruction. The Government is 
advertising for warehouse space. Rubber in bags, bales, and barrels 
in our opinion, would not be too great a national asset, but if now, 
while there is time, reasonably large quantities were transported and 
converted into the relatively few sizes and types of tires, we would 
know at least that these tires would not have to be made after attack, 
but would be available for immediate use. Our national economy 
and set-up requires the use of automobile tires, passenger tires, as we 
well learned in the last war. We believe that instead of piling up a 
huge tonnage of rubber at enormous expense in warehousing, paper 
work, shipping, and rotating of inventory, that the tire industry 
heads should get together with the military and decide on a sensible 
program of converting this rubber into its known end use, while it 
can be done economically and while there is yet time. This inventory 
of tires, tubes, half-trucks, and so forth, could be absolutely protected 
by industry agreement not to change sizes, or a size change prohibited 
by Government regulations, within certain limitations. 

This would eliminate the hoarding of huge quantities of rubber in 
bales and synthetic in bags, and the t taxpayers would be relieved by 
the industry’s voluntarily financing huge inventories. The invento- 
ries could be protected efliciently by either allocation or by cutting 
down the amount of gasoline sold, via the ration method. The rubber 
industry as a whole knows what it has, where it is, and by demon- 
stration in the past have voluntarily built huge inventories, and they 
have been scattered all over the country. With the number of auto- 
mobiles in this country, in case of an attack rail terminals no doubt 
would be quickly destroyed or hampered in operation, and if our 
roads are blocked each Sunday now there is little question but that 
they would be completely blocked in case of an attack. 

Rubber in needed truck tires stored in Omaha or Indianapolis 
would be of much greater value than bales of rubber piled up in 
Manhattan or Brooklyn where they could easily be destroyed, or 
because of transportation problems the inventory be practically im- 
movable. Such storage of rubber and synthetic in finished products 
instead of raw stoc kpiles would not only be a national asset but if 
produced now men and women in the rubber industry would be em- 
ployed doing something constructive while their children were going 
into the military service, and they would at least have the feeling 
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that they were doing something. Idleness, on the other hand, breeds 
mental despair, emotions of anger and hopelessness, and not to be 
lost sight of is the condition of the morale of the rubber industry 
executives and key operators. 

We believe it good judgment to allocate this rubber and synthetic 
rubber so that the major portion of it will find itself in finished prod- 
ucts ready for use, reserving only enough for more than a margin of 
safety for the manufacturing of isolated items and those to be de- 
veloped that might be needed by the military. Such inventory of 
crude rubber could be safely and economically stored in shallow lakes 
or man-built lakes with cement bottoms and sides and provisions for 
draining. Water will not hurt the rubber, but will protect it from 
oxygen. The specific gravity is approximately 1, and there would be 
no problem in fishing the rubber out, even if the pool were not drained. 
The deterioration from the sun on the outside wrapper sheet might 
be very small as compared to the present method of storage, and it 
would be afforded complete protection from fire. 

In our own industry people’s feet are fairly stable. Inventories 
of soles, heels, slabs, and combat soles are a greater national asset than 
the rubber in bags. 

We suggest that military contracts be actually let for huge quan- 
tities of popular sizes and styles of tires; delivery to be effected within 
a specified time, such as a year or 18 months, and in our opinion the 
tire producers would be glad to keep their factories operating on an 
even keel and carry the burden of the inventory, properly and safely 
stored in warehouses scattered throughout the Nation. 

It would not be too difficult to control this type of inventory, whether 
it be tires, soles and heels, or allied items, the same as the Federal Re- 
serve System operates. In other words, if the manufacturer wanted 
to produce these goods currently, each could be required to carry a 
specified reserve. The problem of what sizes and types to make can 
be safely decided by determining what equipment is now operating 
and what equipment is to be procured. 

Supporting this theory, we are currently actually doing, on other 
important items, that which is recommended above. We are not sav- 
ing our seed this spring; but the farmer will sow it. We are not sav- 
ing all our steel and metals; but we are building tanks, trucks, planes, 
and so forth. We are not stockpiling our cloth; but are making 
overalls. We are not stockpiling all our leather against the day we 
may need shoes; but we are making shoes. 

Above all, we recommend the allocation program be made public. 
As regards the operation of the Government-owned synthetic plants, 
we lack the facts to criticize operations to date. It is common know]- 
edge that the quantity and quality of production is disappointing. In 
our opinion there is no substitute for private initiative. Our feeling 
has always been that the synthetic rubber program should be operated 
by private enterprise and, in case of emergency, if private enterprise 
fails, then the Government can always confiscate the plants. Cer- 
tainly our company would much prefer to buy synthetic from our 
competitors on terms and under the conditions we purchase from 
them today than to buy it from the RFC. 

Of course, we do not know that the large rubber companies, for in- 
stance, desire to operate the synthetic plants. but certainly if they did, 
as their own private industry, there would certainly be a different 
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story on the quality and quantity of production, as well as the cost. 
There have been howls by smaller rubber companies over the prospects 
of having to buy from competitors. On the other hand, they do buy 
from their competitors. We currently purchase from Goodyear, 
Goodrich, and Firestone, who appear to be interested in selling us, and 
we believe treat us the same as any other outside customer. When 
materials are tight, they allocate and deliver. I refer specifically to 
resin materials. Also it may be noted that Firestone, operating xylos 
a reclaiming, sell reclaim to their competitors under what we 
believe to be favorable and amicable terms and conditions. 

It is our opinion that under private enterprise, where individual 
initiative pays off, there would be a big improvement in the synthetic- 
rubber situation. In the meantime, if the Government is to operate 
the plants, then what is needed is a real big production executive 
to manage the plants and get from them that which is expected. 

At this point we would like to call to your attention that one of the 
most important materials in this country, in our opinion, is a material 
develope -d by du Pont known as neoprene. According to the Presi- 
dent’s report to the Congress, there is one single plant in America 
which is located at Louisville, now owned by du Pont and listed as 
having a rated capacity of 60,000 tons anually. According to Mr. 
Bridgewater, 15,000 tons of that capacity was put to sleep after the 
Jast war. If such is the case, there is a capacity of 45,000 tons, and 

gain we point out that this highly insulating and oil-resisting ma- 
terial comes from one single plant in this country, and to our knowl- 
edge there i = no other source of supply. 

Senator Girrerre. They control the process, do they not, for neo- 
prene? 

Mr. Carvin. Du Pont controls the process, unless their patents have 
—— I do not know. 

Ve were disappointed that Mr. Collyer did not turn the spotlight 
on this weakness in his letter to Mr. Johnson referred to above, and 
in our opinion our national security demands that a minimum of one 
more plant be built with a minimum capacity of 50,000 tons. It is 
further our belief that a hundred-thousand-ton additional capacity 
per annum is highly desirable. 

Acetylene is a colorless gas used as the basic feed stock for the 
production of neoprene. It is produced chiefly by the action of water 
on calcium carbine, and is widely used in the production of plastics 
and chemicals for welding materials. Neoprene is described as a 
synthetic rubber produc ed by the polymerization of chloroprene 
which is made from acetylene, sulfuric acid, and salt. It is rather 
common knowledge that salt, coal, limestone, and water are abundant 
in this country. "An investigation will prove that neoprene is indis- 
pensable in our economy, and the type B neoprene will furnish a su- 
perior sole to anything known to us for the bottom of a shoe. 

The President reported to the Congress that the “chief character- 
isties of neoprene are low combustibility and high resistance to heat, 
oxidation, ozone, sunlight, and oils. About one-third of the neoprene 
produced is used in insulated electrical wire. Other major uses are 
in products where its oil-resistant qualities are specifically desired, 
such as hose for gasoline and other petroleum products.” Tt is com- 
monly known that neoprene is superior to lear on power cables and, 
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if for no other reason, it seems appropriate to investigate thoroughly 
the hazards of having only one plant in this great countr y of ours. 

Our personal experience with the RFC’s operation of Government 
plants les been costly and extremely unsatisfactory. Without any 
provocation whatever, we have been on the receiving end of wnreason- 
able, arbitrary treatment, and in our belief persecuted because we 
purchased 580,000 pounds of GRS from the Canadian Government and 
bought only 5,000,000 pounds of United States Government-produced 
GRS since the close of the war. Letters of explanations and apologies 
from us were to no avail. Personal meetings were entirely unsatis- 
factory, and the last one resulted, without provocation, in the personal 
abuse of an officer of this company. ‘This was received at the hands 
of Mr. Gerald B. Hadlock, who became angry because, in our opin- 
ion, he knew we were right and he was wrong, and the meeting ended 
by his cursing an officer of our company. ‘To quote his remarks we 
read from a letter I addressed to Senator Taft under date of No- 
vember 30, 1950. Our letter was not one asking Mr. Taft to do 
anything. It was merely one of a series of communications keeping 
him up to date on certain developments. I quote from that letter as 
follows: 

The Commerce Department has cooperated fully with us. The RFC was in 
the driver's seat up until November 1—and the last information we had from 
Mr. Gerald B. Hadlock was, “I don’t give a God damn what you think. Nobody 
in Washington can get you a pound of rubber.” 

In that meeting he told us that we were all treated alike. However, 
if we are to believe the heads of the companies, at least two that are 
competitors of ours, Mr. Hadlock did not speak the truth. The occa- 
sion for the outburst was our attempt to have allocated to us some 
United States produced GRS during the period June—October 1950. 
The writer took the matter up with ‘Mr. Dean Acheson, Secret ary of 
State, October 6, 1950. The first reply we received under date of 
November 9 did not answer us. Our final answer was December 19, 
1950, and was signed by Harlan P. Bramble, Assistant Chief, Eco- 
nomic Resources and Security Staff. In that letter the State Depart- 
ment advised us as follows: 

The answer to the specific question that you raised originally in your letter of 
October 6 and reiterated in your letter of November 29 is that it was not against 
the policy of the Government for you to enter into business negotiations with the 
Palmer Corp., Ltd. The Government has a long and consistent record of encourag- 
ing beneficial international trade. This statement must not be taken to mean 
that the Department of State endorses any criticism, stated or implied, of the 
Reconstruction Finance Corporation. 

We had inquired of the State Department if, through ignorance, we 
were in error in doing business with the Canadian Government, which 
we considered friendly. The question was asked because we were not 
allocated rubber on account of buying from Canada. We made fur- 
ther inquiry through the Canadian Government, and if the committee 
is interested in this particular situation we will furnish another file 
containing all the facts and details. In our opinion we were discrim- 
inated against, and still have a lot of synthetic rubber actually due us. 
Under these circumstances it can be readily seen why we protest the 
RFC’s having anything to do with the production or selling of syn- 
thetic rubber. 
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By the end of January 1951, sufficient production and consumption 
figures were available for us to compare our own rubber position with 
the over-all United States rubber consumption and production. It 
was apparent from this comparison that we had not received alloca- 
tions of synthetic rubber in accordance with the provisions of Regu- 
lation M-2. At that time that regulation provided that the available 
synthetic eae | be distributed on a pro-rata basis based on the rela- 
tion of an individual company’s consumption during the base year to 
over-all United States consumption. Accordingly on January 29 we 
filed an appeal with NPA for additional quantities of synthetic rubber 
to make up the deficiency indicated by these comparisons. For the 
fourth quarter, 1950, this shortage amounted to 142,285 pounds; and 
for the first quarter 1951, 108,919 pounds. We respectfully submit 
a copy of our letter of January 29 which substantiates these shortages. 
This appeal, although delivered to NPA in person, arrived just prior 
to the “freeze” on appeals and, as a result, no action has ever been 
taken thereon; nor has any comment been heard from NPA, despite 
our follow-up letter of February LS. 

An example of the difficulties which have occurred repeatedly in 
connection with the distribution of rubber took place on March 29 
as this statement was being prepared. On that date we received from 
RFC two permits for April synthetic rubber; one for 70,000 pounds 
and one for 87,598 pounds, a total of 157,598 pounds, In addition to 
this rubber we have available to us 14,589 pounds of natural rubber, 
20,000 pounds of neoprene, and 42,000 pounds of Canadian synthet! c 
Therefore, the total rubber available to us for April is only 234, IS? 
pounds. This is 57,611 pounds short of our April limitation of 291.7 
pounds, as establis = by Mr. Fleischmann’s letter. 

We have already been shorted 2,876 pounds for March by RFC’s 
not having issued permits for the total amount allocated by NPA, 
and NPA shorted our allocation 4,476 pounds for March by not allocat- 
ing the amount commensurate with our limitation. The total of these 
shortages amounts to 64,963 pounds, which is over 1 week’s supply of 
rubber. 

Upon receiving these permits we immediately called RFC to deter 
mine whether or not there were to be other permits issued for the month 
of April. We were informed that this completed our allocation for 
April, as far as they knew. It will now be necessary to call or contact 
NPA to determine why this shortage of almost 65,000 pounds has 
occurred. We expect to call on that office for an explanation imme- 
diately after leaving this hearing. 

The tenor of this episode is typical of rubber-procurement operations 
during the past 8 or 9 months. 

In conclusion, we hope this committee will study the statements 
that will no doubt be made by Mr. Robert Winters, executive secretary 
of the Rubber Heel and Sole Institute, as regards the part that small 
business might like to play in the program. 

(The appendix submitted with Mr. Calvin’s statement is as follows :) 


APPENDIX 
This appendix is prepared and respectfully submitted to amplify the state 


ment of the Bearfoot Sole Co., Inc., made before the United States Senate 
Select Committee on Small Business on March 380, 1951. 
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This statement was prepared by T. D. Calvin, vice president and assistant 
treasurer of the Bearfoot Sole Co., Inec., whose responsibility includes the pur- 
chase of all raw materials and operating supplies of that company. 

This appendix covers the chronological history of the unsuccessful attempt 
of this company to obtain United States Government produced GRS during the 
period when informal allocation procedures were in effect under RFC, 

On June 30, 1950, we requested, in the prescribed manner, permission to pur- 
chase 140,000 pounds of GRS in November, and 140,000 pounds in December. 
Neither of these requests was acknowledged by REC although they were in 
proper form and in accordance with RFC’s directives then in effect. 

On July 28, 1950, we requested 60,000 pounds of GRS for delivery in August, 
60,060 pounds in September, and 60,000 pounds in October. These three requests 
were in accordance with the only existing instructions at the time. 

On August 3, 1950, we received the one and only answer or acknowledgement 
of any correspondence before or after this date. This acknowledgment indi- 
cated that RFC could furnish us no Government produced GRS because we had 
bought synthetic rubber only from Canada during the base period. The writer 
was in the offices of RFC on this date and carried this acknowledgment to Mr. 
S. D. Morgan, Deputy Director for signature. Mr. Morgan explained that we 
were entitled to no United States Government produced GRS, and the writer 
noted that the original request for purchase, originated on July 28, had marked 
on its face “No quota” and “Canadian.” Mr. Morgan explained that the only 
way we could get rubber was to prove hardship or that the rubber was to be used 
in defense orders. Mr. Morgan was not impressed by the fact that since January 
1946 we had purchased 4,887,714 pounds of United States produced synthetic 
rubber and only 581,031 pounds synthetic rubber from Canada. 

It should be noted at this point that we had begun to purchase rubber from 
Canada in 1949 because of favorable credit arrangements of net 30 days that 
were possible in dealing with Canadian Co.; while RFC required advance pay- 
ment by certified check to purchase synthetic rubber. 

Later, Mr. Morgan advised that we might be able to purchase small quantities 
of off-specification rubber but that we were not entitled to any regular quality 
GRS. On August 15, 1950, we wired RFC asking if any rubber of any kind 
would be available. On August 25 we were advised by RFC that they would 
sell us 15,000 pounds of “plant clean up.” Because we had been unable to obtain 
any other synthetic rubber, we bought it. The price originally charged was 
18% cents per pound—although this was later reduced to the regular price of 
“plant clean up.” This rubber turned out to be of such poor quality that we 
were able to use it only at the rate of 1 percent in certain dark compounds, 

On September 15, 1950, we made a direct plea for relief. (A copy of this letter 
is attached.) 

On September 20 we made another plea (copy attached) indicating the hard- 
ship imposed, enclosing a balance sheet and explanation of our fixed cost, and a 
complete exhibit of our compound cost, indicating the losses which we have 
suffered through our inability to obtain any synthetic rubber. REC had defined 
“hardship” as actual financial loss from operations. In other words, they placed 
a limit on profits by allocation of GRS. 

On September 25 we made a third direct plea, including, as enclosures, our 
auditors’ report on our operations for the last fiscal year, interim profit and loss 
statements, and balance sheets covering each month from November 1949 to 
July 1950, including an explanation of the value of rubber in our cost of goods 
sold. Also included in this September 25 letter was a letter from the H. Muehl- 
stein Co. indicating that our allocation from Canada would be eut from 60,000 
pounds per month to 42,000 pounds per month. 

None of these three letters was ever acknowledged by RFC. 

On October 5, after a telephone conversation with Mr. Morgan, a permit was 
finally issued to us in the amount of 40,000 pounds. 

During the period from September 6 until October 4 seven telephone calls were 
made to various people in RFC concerning our requests for synthetic rubber. 
However, none of them gained us any rubber. 

On October 9 the writer visited the RFC offices in Washington and discussed 
our case with Mr. 8S. D. Morgan, who would make no commitments concerning it. 
Ultimately Mr. Morgan turned the writer over to Mr. G. B. Hadlock, Director of 
Rubber Reserve, for further interview. This interview was short. The writer 
was not allowed by Mr. Hadlock to present any substantiating facts concerning 
our hardship. The interview ended on a note of profanity by Mr. Hadlock when 
he advised the writer “I don’t give a God damn what you think.” 
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On October 5 we had advised RFC that our inability to obtain any synthetic 
rubber was working a serious financial hardship on our company and that we 
were in danger of defaulting on the interest and principal payments on a portion 
of our facilities known as Plancor 2420. 

On October 6 we wrote Mr. James L. Dougherty, general counsel of RFC a 
complete explanation of the situation as it was at that moment. 

On November 1 NPA took over the distribution of synthetic rubber and our 
negotiations with RFC ceased. 

It should be borne in mind, in summary, that with all the talk and correspond- 
ence we had with RFC during these 4 months, they acknowledged only one 
letter, and despite the fact that we employ approximately 400 people and normally 
use in excess of 300,000 pounds of rubber per month, we were allocated only 
10,000 pounds of rubber. 

Senator Guerre. I would like to say to you, Mr. Calvin, this is 
a most excellent, comprehensive, and constructive statement. It is 
very challenging. You have made some suggestions that are perti- 
nent and I know that the committee will take them all into consider- 
ation. Speaking for one member of the committee, I have been 
seriously disturbed over the deve ‘lopment or lack of development of 
the synthetic -rubber program. 

I have stated before and I repeat that I am confident this committee 
will make a very exhaustive survey. 

Thank you very much for your help. 


STATEMENT OF ELME E. NICCUM, PRESIDENT, GOSHEN RUBBER 
CO., GOSHEN, IND. 


Senator Gitterre. What does your company manufacture ? 

Mr. Niccum. We manufacture molded rubber mechanical special- 
ties and gaskets. 

Senator Grutterre. What is your position with the company? 

Mr. Niccum. I am president. 

Senator Gitterre. Proceed. 

Mr. Niccum. Our company began business in 1916 and continued 
since that date. We have a union shop. There are five rubber com- 
panies in Goshen which is a town of 14,000 people. 

The parts which we manufacture are all component parts which 
will go into the company’s equipment, such as would end up in a 
tractor, an automobile, a radio, a television set, and the customers, a 
few of the 500 we have, would be Bendix, Allison, AC, Electric, Auto- 
Lite, Austin Western, all of which manufacture essential parts for 
our economy. 

Some of the principal parts of our manufacture are packing seals 
used largely by aircraft. These were developed during World War 
Il by W right Field. 

Since World War II, commercial developments have come about. 
All of these parts go into essential equipment such as road-grading 
equipment which is operated hydraulically, and a lot of maintenance 
equipment is used with that type of seal. 

A large portion of our tonnage is used in oil-filter gaskets for auto- 
mobiles. air filters for automobiles and trucks, and “vehicles for the 
armed services, 

The complete line of our base materials which we use in our plant 
is natural rubber, GRS, neoprene, Buta-N, silicon, polyethylene, and 
reclaim, of course. 

Our problem is probably a little different from most of those who 
have been up here because we are at present operating on a 5-day 
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week due somewhat to the fact that we do have some Government 
business. 

Since the new allocation program has come about, it has become 
more difficult, however, and for the following reason: In October 
1949 we reorganized our company and three of we minor stockholders 
purchased the entire liabilities and assets. At the time we were 
employing about 180 people and the board of directors, along with 
our auditors, recommended that we proceed to improve our plant 
facilities and be better able to take care of our customers’ requirements, 
as they were putting some pressure on us at that time. 

This was going to be considered in three steps: First, we needed 
a new power plant before any added facilities could be put on as far 
as production was concer ned. The second was to double our curing 
capacity, and the third was to be a new mail room. 

No. I was completed last summer. No. 2 was well on the way, as 
far as contracts being let were concerned, and equipment was start- 
ing to roll in. No.3 has been canceled. It was set up to go just about 
the time the ch: ange order came along, and it would have “been foolish 
to complete the third program which would have been consuming the 
material which we decided would be difficult to obtain because of the 
restriction. 

I have already stated that one and two were completed, so to keep 
that equipment going we found it necessary to purchase materials 
mixed on the outside, which would substantiate some of that which 
we had on the inside. 

In interpreting the rubber order, we are advised that the consumer 
is the person who changes the form of the material, and, therefore, 
the compounding and mixing would be the one to change the form, 
and we found three companies that had added mixing capacity, and 
we drew from their supply, and they reported the consumption. We, 
in turn, benefited by the sale, because we finished the product. 

Our base period, June 30, 1950, and the year before, was 38,620 
pounds. By that time we had some of this added equipment in, and 
it was impossible to continue on that basis, and we had an-appeal in 
on September 1950, which was granted at 58,510 pounds. 

No. 2 equipment was continually coming in, so we had to buy more 
material on the outside, which these three sources at that time were 
willing to sell us. 

Senator Giterre. You say you have to buy material on the out- 
side. You buy it of whom? 

Mr. Niccum. We bought from three other rubber companies that 
had extra allotments they were not consuming at their own plants. 

Sen: eee Gittespie. What companies were those? 

Mr. Nrccum. The Colonial Rubber; the Auburn Rubber, and the 
] oulsen Rubber. 

Senator Guerre. They had extra rubber, and you bought of 
them ¢ 

Mr. Nrccum. Yes. We bought the material, complete and ready 
for molding, and, as I understand the order, that is the correct way 
of reporting it. , 

That will be back to prove the difficult situation we might find 
ourselves in rather quickly. This mixing on the outside has grown to 
150,000 pounds per month. However .that would only include around 
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40,000 pounds to 50,000 pounds of the base material, depending on 
the mixture, you know. 

Our new base would be 35,415 pounds. I have down here less 20 
percent, but I understand this morning it will be less 10 percent. 

Our approximate consumption at the present time, through the 
facilities that we have established, is 100,000 pounds per month. If 
we were forced to go down to our present allocation and this portion 
would hit us on our three extra sources, we would work approximately 
7 to 8 days a month. 

Fortunately, one source has not cut us out. We have lost two of 
the sources. Auburn Rubber, who testified yesterday, have dis- 
continued furnishing us material because they need it themselves. 
Colonial has discontinued also because they needed theirs themselves. 
Poulsen are, in effect, mixers, and they are looking for people to sell 
material to, so we were fortunate in making that contact. 

As I understand, the M-2 order has two definite intents, one of 
which is to reduce the use of natural rubber and the other to control 
distribution of GRS. Our plant, I think, has fallen in line pretty 
well with the reduction of natural rubber. 

From June to January 1950, used 60 pounds of natural rubber 
per employee. In January to February 1951, we had reduced that to 
12 pounds per employee, and in March we expect this to be less than 
8 pounds per employee. 

We have accomplished that in two ways: In one way, we have tried 
to change our production to small items from large items which will 
give us more pieces per pound and give us an opportunity to maintain 
our labor supply and, of course, being a little selfish, it was advantage- 
ous to use GRS over crude at the present price. 

On the above basis to which I just referred, we were using 13,000 
pounds of natural rubber per month on an average during the base 
period. We have now reduced that to about 2,500 pounds per month, 
which is quite a saving. 

The end use, of course, has had its effect in reducing their 
consumption. 

It is our feeling that if the GRS was not available as vet we should 
not have had the end-use allocation put into effect, because, along with 
trying to change to GRS to save crude, our proportions of consump 
tion have been dropped as follows, just at different intervals. I do 
not have the date. We were using 19,000 pounds per month and it 
was reduced to 11,000 pounds per month. This month was 8,000 and 
next month will be 5,000. We are losing out there considerably with 
regard to the two types of items that we are trying to trade for each 
other. 

If we were obliged to lose our last source which is mixing on the out- 
side, and be forced to continue on the latest base that was given to us, 
we will be in desperate need for help. It will not only be embarrass- 
ing to us, but last year we built up quite an obligation : ax-wise which 
we » began to worry about when we got this letter in February. 

We have a backlog of probably 18 weeks. If we were to be forced 
to the shave reduction, that backlog would go to almost a year, which 
would be physically impossible to operate on. 

I know that this is a very difficult problem and everyone has our 
sympathy. We will be very pleased to share and share alike with all 
those involved. 

84514—51—>pt. 1 
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Senator Gmterre. As I understand your statement, you have not 
been i “eo any serious difficulty ¢ 

Mr. Niccum. Not until we received this last order. 

Senator Guerre. You also expanded your enterprise after the 
oleaa of last year « and you are worried about being a oh to keep the 
expanded capacity going ¢ 

Mr. Niccum. That is correct, Senator. 

Senator Guerre. In addition to that, you have been able to re- 
plenish your supplies from other sources, such as the three you men- 
tioned ¢ 

Mr. Niccum. That is right. 

Senator Giuierre. So up to the present time you are not suffering? 

Mr. Niccum. No; we are not. 

Senator Giuterre. It is just that you are worried about what your 
position will be if there are additional cuts, or if the cuts that are 
contemplated are made? 

Mr. Niccum. That is right. 

Senator Gutterre. Thank you very much. 

Mr. Niccum. Thank you for giving us an opportunity to testify. 

Senator Gruterre. We are very anxious to hear more witnesses 
that are on the list, but I simply have to leave at 3 o’clock and I doubt 
if any other members of the subcommittee will be here. 

At this time, I am going to ask the following witnesses if any of 
them have a prepared statement. 

George Toney, of Woonsocket, R. I. 

Mr. Tonry. I have a prepared statement. 

Senator Gitterre. Mr. Rakowsky ? 

Mr. Raxowsky. I have no prepared statement. 

Senator Gruterre. Dennis Mulvihill? 

Mr. Mutvruiiy. No, sir. 

Senator Gitterre. No prepared statement ? 

Mr. Mutvinityz. No, sir. 

Senator Gitterre. And David Schoales? 

Mr. Scuoaues. Mr. Mulvihill and I are together. We have no pre- 
pared statement. 

Senator Gitterre. You have no prepared statement, but you are 
working together on your presentation ¢ 

Mr. Scuoaxes. Yes, sir; we are. 

Senator Gitterre. Mr. Toney, you are the only one that has a pre- 
pared statement ? 

Mr. Tonry. That isright. It is about three pages. 

Senator Gitterre. Would you like to read it ¢ 

Mr. Toney. Yes, sir. 

Senator Guttetre. I would suggest if it was a long statement it be 
incorporated into the record, but we want to be as fair as we can. 

Will you proceed with your statement, Mr. Toney ¢ 

You are with the American Wringer Co. of Woonsocket, R. I. 


STATEMENT OF GEORGE R. TONEY, REPRESENTING AMERICAN 
WRINGER CO0., INC., WOONSOCKET, R. I. 


Mr. Tonry. You have asked me to present the views of the Amer- 
ican Wringer Co. on the rubber-allocation program and its impact 
upon the smaller rubber companies. 
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My observations are predicated on a rubber consumption for the 
essential civilian economy. 

I assume, as I am certain this committee does, that first priority 
woes to the defense requirements. 

In my judgment, such inequities as exist in the administration of 
the rubber program result primarily from two defects in the regula- 
tory procedure: (a) An identical system of allocation for both single- 
item and multiple-item producers; and (b) the special position ac- 
corded natural latex consumers as contrasted with dry natural rubber 
onsumers. 

(a) Single-item producers versus multiple-item producers : 

The bulk of the small rubber processors are, generally, single-item 
manufacturers, such as the American Wringer Co., whose primary 
product is the manufacture of rubber thread. 

As an illustration, let us take two companies under the current allo- 
ation system. 

Company A manufactures only rubber thread. 

Company B manufactures many hundreds of items from crude 
rubber. 

Under the current system of rubber allocation this is what happens: 

Company A, the single-item producer, consumed during the base 
period, that is, from July 1, 1949, to June 30, 1950, 100,000 pounds of 
‘rude rubber for the manufacture of rubber thread. 

Company .\ is permitted to use for the month of March 48 percent 
or 1 - of the base period usage, or £000 pounds. 

Now take the situation in which Company B, the multiple-product 
manufacturer, finds itself under the current allocation system. 

For his base period for niultiple-product consumption there was 
ised, say, 1,000,000 pounds of crude rubber. 

Company B is permitted to use for the month of March, 48 percent 
of 4%4o of his base-period usage, or 40,000 pounds. You may ask, 
wherein lies the inequity! Each has been allocated on the basis of 
relative consumption. 

But note the distinction. Company B has complete freedom to 
reallocate the use of such rubber within its own organization for the 

inufacture of end items as it sees fit. 

By the same token, Company B enjoys complete freedom to elimi- 
ate from its program any item which it sees fit. 

Plainly, Company B can, and generally does, elect to concentrate its 
ntire allocation exclusive ly on profitable lines—rubber thread, for 
instance, 

Company A, on the other hand, does not enjoy such flexibility. Its 
productive facilities are limited to the manufacture of but one item. 

Therefore, under the present system of rubber allocation an enor- 
mous competitive advantage is granted to the multiple-product 
producers. 

(6) The special position accorded to natural rubber latex con- 

imers compared with dry natural rubber consumers: 

For illustrative purposes, let us take Company A which manu- 
tactures rubber thread from dry, natural rubber. This company has 
a base- period consumption of 100,000 pounds. Under the current 
regulations, Company A is permitted to use for the month of March 
's percent of 145 of the base period usage, or 4,000 pounds. 
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Company B is also a manufacturer of rubber thread but uses latex, 
This company also has a base-period consumption of 100,000 pounds 
of latex. It is, at this point, however, that the present allocation 
system deviates. 

Under the regulations governing latex consumption, Company B 
is permitted to increase his usage over base period by 13.63 percent. 

For the month of March, Company B will be permitted to add to 
his base period consumption an additional 13,630 pounds, making 
his total adjusted base equal to 113,630 pounds which, when divided 
by 12, allows 9,461 pounds for use in the month of March. 

Company A is permitted 4,000 pounds; Company B is permitted 
9,461 pounds; both companies start with the same base; both com- 
panies make rubber thread. 

How might the present system of rubber allocation be improved in 
order to remedy the disparity in treatment which now prevails? 

In my judgment, a practical, realistic, and equitable method for 
rubber allocation would embody this principle: determine permitted 
consumption by end-product production and allocate on the basis of 
pro rata consumption during the base period. 

To illustrate how this would work in practice : 

Assume that there are five companies which manufacture rubber 
thread in the industry. Their individual consumption varies from 
10,000 to 200,000 pounds per month on the average during a base 
period. Assume that the aggregate consumption for these five com- 
panies per month on the average during a base period is 400,000 
pounds. 

In any given month the available rubber supply would be allocated 
to these five companies pro rata on the basis of end- product con- 
sumption during a base period. 

Under this formula consumption can be contracted or expanded 
depending upon available supply. Each company retains a constant 
position in relation to the other units within the same segment of the 
industry. This holds true whether the particular consumption is 
latex or dry rubber. By allocating rubber to end products, multiple 
product manufacturers would be deprived of their existing 
competitive advantage. 

The opportunity which you have accorded me to present the views 
of my company is greatly appreciated by its 250 employees and its 
management. 

Senator Giuterre. Mr. Toney, I want to compliment you on a very 
terse and complete statement on an apparent inequity. It is apparent 
from your statement that this is an inequality and the subecommitte: 
will ask Mr. Spencer when the opportunity comes to comment on this 
situation to which you have alluded, and ask what he has in mind 
for that corrective measure. 

Mr. Toney. I hope you understand, Mr. Chairman, that we have 
been through all the base-period agonies and the adjustment of the 
base-period agonies and allocations that everybody else has been 
through, and we are still in a bad way. 

Senator Gitterre. I am sure that you have. 

Thank you very much. 

Mr. Rakowsky, Buckeye Rubber Co., Lima, Ohio. 

Give your full name to the reporter. 

Mr. Raxowsxy. Rudolph we 
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Senator Guerre. What is your official relation with the Buckeye 
Rubber Co. ¢ 

Mr. Raxowsky. I am vice president. 

Senator Gitterre. What do you manufacture? 

Mr. Raxowsky. We manufacture mechanical automotive goods, 
fan belts, radiator hose, and so forth. 

Senator Gutterre. I believe you said you had no formal statement ¢ 

Mr. Raxowsky. No, sir. 

Senator Gitterre. Then you may proceed in your own way. 


STATEMENT OF RUDOLPH RAKOWSKY, VICE PRESIDENT, 
BUCKEYE RUBBER C0., LIMA, OHIO 


Mr. Raxowsky. Under the base period as set up, our consumption 
of GRS was zero. We did not use 1 pound of GRS in the manu- 
facture of our products. 

We use crude rubber primarily and a good proportion of reclaim. 
When the allocation program came in, we asked for a small amount 

i of GRS, and we got even less than that for which we asked. Since 
we have these new restrictions, one of our main products is sponge 
rubber. Sponge-rubber weather stripping and body seais, things of 
that nature. 

As I understand it, you are restricted in the use of crude rubber 
in the manufacture of those items. We, therefore, in order to stay 
in business, have to use GRS. ‘To come to the point, we just have not 
got enough GRS on allocation to stay in business. 

Senator GitLerre. Can you manufacture your items with GRS? 

Mr. Raxowsky. Yes, sir. 

Senator Gitterre. If you had the GRS? 

Mr. Raxowsky. If we had the GRS. You see, right after World 
War ITI our business was greatly affected by the amount of surplus 
that was dumped on the market. For example, a fan belt or a stick 
of radiator hose was thrown on the market for a nickel and naturally 
we could not manufacture it with our manufacturing costs about 700 
percent higher than that. Therefore, we lost money. 

Up to last June our company was a losing proposition, as I imagine 
was the case with several other small rubber companies scattered 
throughout the country. 

We presently have the opportunity to seek defense orders. We 
have inquiries on hand, but do not have the rubber to proceed. 

Senator GILLETTE. Do you have any defense orders? 

Mr. Raxowsky. We have not bid on them because we do not have 
the rubber to maintain our commercial accounts and go out and get 
defense orders too. | 

Senator Griterre. Are you working your shifts now at full ca- 
pacity ? 

Mr. Rakowsky. We are working 5 days a week with just a mini- 
mum crew. 

We normally operate about 150 men; right now we are operating 
25 to 30 and we are working under serious hardship. : 

Senator Gitterre. Have you made an appeal for an adjustment? 

Mr. Raxowsky. We have not done anything in that direction be- 
cause I did not feel, or my father did not feel, that it would do 
any good to try and correspond. He has been ill for some time, re- 
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cuperating in Florida, and he was going to come into Washington 
and see what he could do. He was very active in defense work in 
the last war and he felt that he could do something in that direction. 

Senator Gitierre. I believe it would be advisable, if either your 
father or yourself would make an application for adjustment. At 
least until you have made that effort, you will not know whether you 
will be successful or not. If you make the effort, I think it would 
be well advised. 

Mr. Raxowsky. Make that effort directly to the NPA authority, 
Mr. Spencer? 

Senator Grutetre. Yes, indeed. 

Mr. Rakxowsky. Thank you, sir. 

Senator Giuterre. Thank you very much for coming. 

Now, Mr. Mulvihill and Mr. Schoales. I understand you two gen- 
tlemen are together. 


STATEMENTS OF DAVID R. SCHOALES, PRESIDENT, AND DENIS F. 
MULVIHILL, VICE PRESIDENT, TEXON, INC., HADLEY FALLS, 
MASS, 


Senator Griuetre. It is the same organization ? 

Mr. Scuoates. Yes, sir. 

Senator G1iLueTre. It is a corporation ? 

Mr. Scuoates. Yes. 

Senator Giitterre. Located where? 

Mr. Scnoares, Offices in South Hadley Falls, Mass., and plants 
in South Hadley Falls and Russell, Mass. 

Senator Giutterre. And manufacturing what? 

Mr. Scuoatrs. Manufacturing impregnated fiber, which is rub- 
ber saturated fiber which is used as a coating base for the luggage 
and leather-goods industry and is used as a material for insoles, 
midsoles, and counters in shoes. 

Senator Gitterre. I believe both of you gentlemen said you did 
not have a prepared statement, so we will be ‘el: id to hear you in any 
way you care to proceed, either one of you. 

Mr. Scnoares. We are the largest consumer of neoprene latex in 
the country. We have developed that position from the time that 
we started in business, September 22, 1947, with the purchase of our 
first mill from the du Pont Co. 

At that time the business was doing approximately $55,000 a month 
and we have built it up to an extent where we have capacity to do 
$600,000 a month. 

We have increased our fixed assets from $145,000 to over $700,000 in 
that period. We do not believe that the interpretation which is being 
presently given to the rubber order, including neoprene under it, is 
the proper interpretation of the order, nor do we believe that it is 
satisfactory for us or for other regular consumers of neoprene latex. 

I mention that on the basis that the description of rubber in the 
rubber order does not cover neoprene from any technical or semi- 
technical standpoint. 

I mention it also on the basis that we have neoprene latex on hand 
at the present time which, on the basis of our allocation, we are pro- 
hibited from using. We must let that neoprene lay idle in our tanks. 

Senator Gruterre. Does it deteriorate ? 
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Mr. Scnoatgs. It does not deteriorate quickly. The investment is 
substantial. 

Senator Grterre. Neoprene latex is a fluid? It comes in fluid 
form ¢ 

Mr. Scuoates. Yes, sir. 

Senator Gitterre. And it comes from the du Pont plant? 

Mr. Scnoates. At Louisville, Ky. 

Senator Giutterre. I believe you said, Mr. Schoales, that you pur- 
chased your plant from the du Pont people? 

Mr. Scuoares. Yes, we did. The original group consisted of the 
people who were running the plant for du Pont and myself, along with 
some outside financing. 

Senator Giiterre. Is it a du Pont enterprise at the present time? 

Mr. Scuoates. It is not. There is absolutely no connection with 
du Pont in any way, other than buyer and seller. 

Senator Gutterre. It is a corporation ? 

Mr. Scuoaues. It is a Massachusetts corporation principally owned 
by the officers and directors of it. 

Senator Grtterre. And the stock is not owned by the du Pont 
people ? 

Mr. Scnoates. There is not even one share of stock owned by any- 
body in the du Pont organization. 

Senator Gmuerre. As I understand your statement, you have an 
ample supply or a reasonable supply of neoprene on hand in your 
tanks? 

Mr. Scroares. Yes, sir. 

Senator Gittetre. But you are not permitted to use it because of 
the order issued ? 

Mr. Scnoaes. Because of the interpretation of the order. While 
we are not permitted to use this in the field of innersoles for shoes, 
and in the field of luggage and leather substitutes, the Goodyear Tire 
& Rubber Co. is able to go into the innersole field and the luggage 
field with their neolite material. This article from the Boston Post 
of last Sunday states that they were not even in that business last 
July. 

Senator Guerre. Is that article a news article? 

Mr. Scnoates. Yes, sir, from the Boston Post of last Sunday. 

Senator Gitterre. This appears to be an article entitled “A Leather 
Substitute That Is Gaining Ground Rapidly,” and it is under the 
byline of Frederick D. McCarthy. 

I believe that it would be advisable to put this in the record at this 
point. The reporter will at this point include it in the record of the 
hearings. 

(The article referred to is as follows :) 


[From Boston Post, March 25, 1951] 
A LEATHER Surstirutr THAT Is GAINING GRoUND RAPIDLY 
(By Frederick D. McCarthy) 


It is axiomatie that our economy is a dynamic one. We are a restless and 
vigorous people, constantly developing new products that are cheaper and more 
efficient than those currently in wide use. 
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COMPETITION GAINS 


Witness the competition which leather substitutes, for example, are giving to 
leather. New Englanders naturally are vitally interested because of our sprawl- 
ing shoe industry, which turns out about one-third of the footwear for the Nation 
as a whole. 

In order to be in close proximity to this great industry, Goodyear Tire & Rubber, 
when it developed its Neolite product—a substitute for leather—set up operations 
in Windsor, Vt. This has been a steadily expanding proposition until today 
the company is employing nearly 1,000 persons in that community. 

Next month, Goodyear will extend its Neolite operations to its New Bedford 
plant, where the company at present makes bicycle tires, printers’ blankets, and 
camelback. Incidentally, increasing emphasis will be placed on camelback pro- 
duction in the months ahead, in compliance with the Government’s program to 
push the retreading of tires. 


SKILLED IN PROCESS 


The New Bedford property will lend itself to the production of Neolite in 
continuous lengths, because employees there are skilled in the use of the con- 
tinuous-length process in the manufacture of printers’ blankets. 

Meanwhile a spokesman for the company said that several hundred thousands 
of additional dollars will be spent in expansion. Last year a three-story addition 
to present plant facilities was constructed, providing 25,000 square feet of floor 
space. New machinery to manufacture Neolite in continuous strips up to 72 
inches in width is being installed as rapidly as possible. 

Illustrating the potential of the leather substitute, Neolite innersoles intro- 
duced to the trade in July 1950 reached a producing point of a million pairs 
monthly at the end of that year. Facilities are now being considered which 
would boost output to some 2 million pairs a month. , 

A company official stated that a “good market is being developed in New Eng- 
land, with its heavily concentrated shoe production.” 


PRICE ADVANTAGE 


Asked to comment on price comparisons, he answered: “Of course, leather 
fluctuates over a wide range, unlike neolite. Right now neolite is drastically 
under the price of leather. In normal times our price is slightly under that of 
the average quality of leather.”’ 

As for wearing qualities, Goodyear contends that neolite will outwear leather 
2 to 1, basing this claim on company tests, made according to Government speci- 
fications. That presents pretty sturdy competition for leather, the price of 
which has been showing fancy advances during the post-Korean inflationary 
surge. 

Besides pushing, for all it is worth the footwear field—today Goodyear claims 
that nearly 50 percent of all soles are nonleather—the company is moving into the 
luggage business with its neolite synthetic. 

Up to the present about a dozen manufacturers are making belts, handbags, 
valises, wallets, brief cases, golf bags, and similar products out of neolite. This 
business, its sponsors Say, is just in its incipient phases. 

Last year the luggage makers turned out about $3860,000,000 worth of products 
(manufacturer’s value). Goodyear has set its sights, for the moment, at 10 per- 
cent of this expansive market; ultimately it aims at 25 percent of the total. To 
back up these hopes, it points to what has been accomplished in shoe 
manufacturing. 

FACTORS THAT APPEAL 


The supply question, as well as price and durability factors, looms large in the 
arguments of tub thumpers for neolite. It is contended that there always is the 
possibility that serious shortages of leather may develop, albeit, up to date, no 
difficulty has been encountered. Complaints have been voiced, however, anent 
the deterioration of quality. 

Neolite is uniform in quality, in thickness, and in size of sheet. In addition, it 
is a tough, light, waterproof material, and it is nonporous. When finally proc- 
essed the product resembles cowhide. 

The formula of neolite is closely guarded by Goodyear Tire & Rubber, but, 
after all, the only things that interest the consumer are its practicability and its 
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relative economy. Company chemists say it is an “elastomer resin blend,” what- 
ever that might be. 

Harry L. Post, general manager of Goodyear’s shoe-products division, believes 
that neolite will do to the luggage and allied fields what nylon and rayon did so 
spectacularly to apparel and fabrics, 

Neolite also is being tested in various other fields hesides footwear and luggage, 


and has already proved itself in several lines of endeavor. 


Mr. Scuoarrs. Last Wednesday a shoe factory purchasing agent 
called me and asked for material. I told him we could not supply it. 
I told him that we could not supply it because we were not permitted 
{o consume neoprene which we had on hand. He told me that he was 
buying from Goodyear, Neolite innersoles at the rate of 60,000 pair a 
month. I said, “I know that you have been using Neolite innersoles. 
How long has your consumption been up at suc ‘ha rate?” He said, 

“Approximately since the first of the year. 

Senator Giuierre. Let me interrupt you. Is Neolite a patented 
trade name ? 

Mr. Scuoares. Yes, sir; it is. 

Senator Giuterrr. A product of Goodrich ? 

Mr. Scnoarrs. The Goodyear Tire & Rubber Co. 

Senator Gitterre. And it is protected by their patent ? 

Mr. Scnoares. I doubt that the particular process or the material 

covered, 

Senator Girtettre. The trade name is? 

Mr. ScnHoarrs. That is right. 

Senator Giuierre. It is a product made of neoprene ? 

Mr. Scnoares. No, I do not know what it is entirely made of, but 
there is GRS in it for one thing. 

Mr. Mutvrniui. As far as the composition of Neolite is concerned, 
it isa very closely guarded trade secret of the Goodyear Tire & Rubber 
Co. and I personally feel justly so, because there is no question but 
what Goodyear has done an outst: winding job in its development. How- 
ever, on a technical basis, there is every indication to believe that to 
some extent the base components in their secret trade compound require 
to a large extent the same type of materials which we are prohibited 
from using. 

Senator Gitietre. It is very probable? 

Mr. Mutvruitt. It is very probable. There is a reasonable scientific 
suspicion. I will put it that way. 

Senator Gittetre. The formula is, of course, their property, but if 
they are using neoprene they have access to a source. 

Mr. Muivinitn. Senator, I do not believe it is neoprene. I think in 
this case the reference should be made to GRS. 

Senator Girterre. I thought you said your product was made en- 
tirely from neoprene. 

Mr. Munviuirn. That is correct. 

Mr. Scnoares. That is correct, neoprene and wood pulp. 

Senator GitteTre. You could not use GRS in your process ? 

Mr. Scnoa.es. We do use GRS. That, Senator, is another part of 
the subject. The neoprene part of the subject is on the basis that we 
feel that neoprene is not under the order. We feel that neoprene 
should not be under the order and we feel we should be permitted to 
consume what we can buy in a free market. 
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Senator Gittetre. You spoke of an interpretation of the order. 
From whom did you receive the interpretation of which you com- 
plain? 

Mr. Mutvraity. That brings up a corollary to a statement that Mr. 
Spencer made this morning, and in no way do either of us care to make 
anv reflection upon the administration of the rubber order as it is 
written by Mr. Spencer’s department, because frankly my feeling is 
that the rubber order as it is written and as it is being interpreted is 
strictly abortive legislation. Where certain people in the adminis- 
trative section of NPA do not have a technical, scientific reason for 
placing interpretations upon materials or the use of materials, they 
use a convenient method for their own purposes to establish what shall 
be classified under the order and what particular use will be acceptable. 

By that I mean this: We have had, over the past 6 weeks, a variety 
of discussions with people in NPA—in Mr. Spencer’s department, 
in NPA—on the general subject in particular of what constitutes 
rubber hydrocarbon. 

Unless the staff in the Rubber Division has changed within the last 
48 hours, I do not believe they have anybody in that department quali- 
fied to state what is rubber hydrocarbon. 

Senator Guerre. I have noticed that several statements here re- 
ferred to rubber hydrocarbon. I just assumed it was a descriptive 
term of several varieties of synthetic rubber. 

Mr. Mutyiuiti. I do not think it is an apt descriptive term, Sena- 
tor. First, it is not all-inclusive unless the NPA so elects to interpret 
it that way. I will give you an example of what I mean. I do not 
classify neoprene as a rubber hydrocarbon and I seriously question 
if the du Pont Co. would. 

However, the Rubber Division of NPA takes this position, in one 
of two ways: “We don’t know what a rubber hydrocarbon is,” or 
secondly, “Aren’t you people equipped with technical people who can 
tell you what a rubber hydrocarbon is?” 

Those statements were both made to me by NPA. When Mr. 
Spencer says he is properly staffed, I seriously question it because I 
would like to have Mr. Spencer or a representative of his office tell me 
who is on the staff at the moment who is technically qualified to discuss 
technical materials, which is what we are dealing with. 

I make that statement and I think without any serious reservation, 
because in relation to the description of these materials, I made a con- 
scientious effort to find out what they considered what, and frankly 
I have not been able to do it. 

Senator Gruuetre. I am glad to have this discussion because I had 
very definitely in my mind developing in the hearing what hydro- 
carbons were. ; 

Mr. Motviniix. I am quite certain also, sir, that they have availed 
themselves within the last 24 hours of some means of arriving at a 
definition. 

Senator Guterre. They have? 

Mr. Motvini1. I am quite certain they have. 

Senator Gitierre. I hope they have and I hope they will make it 
available to us. 

Mr. Scnoaes. The problem then is strictly that Goodyear is able 
to go in, with available rubber that they are apparently diverting from 
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something else, into a field they were not in before. We are not 
permitted to continue our promotional efforts in it, nor to maintain 
the rate that we had. We must then fall back and sometime when 
this is over, we have a harder fight to go in and fight against Good- 
year to try to get the market back that we could get in normal 
competition. 

Senator Gitierte. I do not think you have quite justified that state- 
ment, Mr. Schoales, the statement that you just made that the problem 
as you see it is that you are prevented from using your available 
supply and at the same time that Goodrich is permitted to use their 
supply of rubber and come into a competitive field when you have 
just told me that you had no way of knowing whether the Neolite 
that they are using uses a supply of rubber, except by guesswork. 

You do not know they are using a supply of rubber that you are 
prohibited from using. 

Mr. Scnoates. There are other people making similar materials 
and it could be established, I feel very sure, Senator, that it does use 
rubber. 

Senator Gittetre. But as yet you are not able to say that Good- 
rich is using a type of rubber ‘supply that is denied to you, and enter- 
ing into competition with your product? 

Mr. Scuoates. That is correct. We do not know their formulation. 

Mr. Suaver. Is Goodyear competing on the end product ? 

Mr. ScHoates. Yes. 

Mr. Suaver. That is the real basis, is it not ? 

Mr. Scnoates. That is right. 

Mr. Saver. Goodyear has gone into the field for the first time com- 
peting with you for the end product? 

Mr. Mvtvimity. That is correct. 

Mr. Suaver. And by virtue of the interpretation of this regulation, 
you no longer can use neoprene with which to make this same end 
product ¢ 

Mr. ScHoa.es. We can use neoprene, but we cannot use it to extend 
ourselves in the first place, in the business, nor to maintain the position 
that we had before in the business. 

The reason for that is that we have so much allocation. The neo- 
prene is first deducted. The GRS that we use is on top of that. We 
are, therefore, limited on the use of neoprene. 

If we consumed all the neoprene—assuming that our base is 160,000, 
which it is, then if we consumed 170,000 pounds of neoprene alone, 
we would be over the base. If we consumed 150,000 pounds of neo- 
prene, we would be allowed 10,000 pounds of GRS. 

Senator Gitterre. And, of course, if these policies do permit the 
Goodrich Co., or any other company to invade a competitive field and 
take over some of your customers, it will be difficult to recapture that 
business ¢ 

Mr. Scuoares. That is right. 

We are not afraid of competing with the largest companies. We 
compete against United States Rubber; we compete against the Brown 
Co. The size does not concern us at all. However, an advantage at 
a time like this does concern us. 

Mr. Mutvruiuy. Senator, I have one other observation principally 
for Mr. Shaver’s benefit. 
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Prior to March 1 of this year, we were purchasing both the types 
of rubber that we use; namely, Buna-latex, and neoprene latex, from 
the Polymer Corp. in Canada, and the du Pont Co. in the United 
States. Those two materials constitute our basic use. 

I cannot understand and cannot have driven home to me when a 
session of this type is being held to determine, No. 1, what is happening 
to the rubber program, why there cannot be an equitable distribution 
of the rubber that is being made, why a company such as ours, who 
are actually, physically relieving the Government’s program by buy 
ing imported GRS-type rubber, why we should be prohibited from 
buying it. 

In the second place, I do not see why it is subject to allocation. In 
the third place, T still do not see why some intelligent method cannot 
be used to describe neoprene properly and I cannot understand why 
the du Pont Co., who are quite successful, I am certain, in protecting 
the defense efforts of this country by an industrial allocation, cannot 
be permitted to sell on an open market the material seriously neaded 
to take care of the shoe industry. I just cannot understand it. I doubt 
if I ever will. 

Senator Giiuterre. Yours are all very pertinent questions and the) 
are among the many that this subcommittee is trying to understand. 
You, of course, must bear in mind that we are entering a field with 
which we are entirely unfamiliar, and we are trying to determine the 
facts in fairness to everybody concerned, and to extend some help. 

Mr. Mutviain. You are right, Senator, but I think NPA should 
provide that technical assistance to this subcommittee. 

Senator Gitterrr. I am sure we will call on them for that, s 

Thank you very much, gentlemen. 

Mr. Meuvinive. Thank you, Senator. 

Senator Gitterre. Is there anyone here who wanted to testify today 
and who has not had the opportunity ? 

Mr. Tomurnson. I received a letter from the committee about 3 or 4 
weeks ago and I have been over at the other branches taking care of 
the preliminary work before coming here. I have not reported to 
the committee, but I have about 5 minutes of testimony. 

Senator Gruterrr. We only have about three. 

Mr. Tomutnson. I can do it in two. 


STATEMENT OF KENT TOMLINSON, REPRESENTING KENT 
EQUIPMENT CO0., CHICAGO, ILL. 


Mr. Tomutnson. My name is Kent Tomlinson, Kent Equipment Co 
in Chicago. 

My problem is with regard to the poultry industry in regard to 
picking- machine fingers. Under the recent regulation they have 
given us a formula where we can only use 35 percent pure gum 
rubber, which produces fingers that do not stretch properly. In other 
words, they break very easily. 

Under the original formula, we can produce fingers with 75 per- 
cent rubber and they will last a period of amonth to2 months. Today 
they are lasting 2 to 3 days. That means that the cost of dressing 
a chicken has gone up from six-hundredths of a cent to six- tenths 
of a cent. 
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Senator Gitterre. What do you call those ? 

Mr. Tomuinson. These are rubber fingers for picking the feathers 
off of chickens. 

Senator Gitterre. I have picked a lot of chickens, but I never had 
the benefit of any of those. 

Mr. Tomuinson. This is why the industry has grown from about 
100,000,000 chickens in 1940 to a billion and a half chickens in 1950, 
because they have automatic methods of processing them on a large 
scale. 

Senator Gitterre. And there is a certain type of rubber you must 
use { 

Mr. Tomiinson. We need crepe rubber, about 75 percent. They 
have put out an order that we can only have 55 percent. 

[ just visited Mr. Spencer’s office and talked to Mr. Miller over 
there and as I presented my problem he came back at me and said, 

“We had a meeting. Why weren’t you there to write the law?” He 
said, “You fellows told us what you wanted and that was that.” I 
said, “I received no notice.” He said, “Well, it was in all the news- 
papers.” 

Senator Giutterre. Who was that? 

Mr. Tomurnson. Mr. Miller. He was very blunt. He said, “It 
was in all the newspapers and you should have been here.” 

Furthermore, “the industry” refers to manufacturers. I can see 
where a rubber manufacturer would be tickled to death to make a 
cheaper finger which would break faster because he would get more re- 
placement business. 

I have people like Swift & Co., Wilson, and Armour who are not 
paying me because the fingers 1 made under the regulation broke in 
2 or 5 days and also caused a lot of grievance in the plant because they 
could not even clean the chickens properly. 

Senator GitLerre. You did not get anywhere ? 

Mr. 'Tomiinson. I did not get anywhere with them. When I told 
them I was coming over here he said, “Well, that is like most of you 
fellows; go over there and talk to a lot of Senators who are trying to 
run our department and do not do anything about it.” At that point 
l rushed out the door very mad. 

Senator GitLterre. He is right about that last statement, but we 
hope to know more about it. 

Mr. Tomitnson. My grievance is not very big. I am using 5 tons 
of rubber a month right now. Under this regulation I will be forced 
to use 50 tons. In other words, to produce enough fingers to take care 
of the industry—my share. The Gates Rubber Co., the Ohio Rubber 
Co., and others are all in the same boat. They are making fingers for 
the industry. 

Senator Gitterre. There are a number of concerns making this? 

Mr. Tomuinson. That is right. There are about 6 million used in 
the country and I am making about a million and a quarter of them. 
But I am going to have to increase the amount of rubber that I use 
to produce that inferior finger, so I am looking for some kind of help 
to change that order and I will use less rubber to pick a certain number 
of chickens. I need two fingers to pick a thousand chickens. Under 
their order I need 20 to 30 fingers. 

Mr. Suaver. In other words, under the regulations you actually use 
10 times as much rubber ? ; 
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Mr. Tomuirnson. That is correct. 

Mr. Suaver. Who is the supposed technical man over there ¢ 

Mr. Tomuiinson. When I asked them that today at a hearing, they 
told me one of them was Mr. Cleveland. I do not recall his name 
exactly, but he has been told by another rubber company which I 
will not mention that the order is all right. 

My personal feeling is, I know the rubber company and used to work 
for its president. He is tickled to death = make as many fingers as 
possible because he makes more money. I do not feel that way. I 

cannot collect from my customers when they do not get good fingers. 
T hat is where we stand. 

In dealings recently with the Rubber Division of the Department of 
Commerce, I had brought my problem to the attention of Mr. Glen. 
He treated me most fair ly and our industry had no trouble in dealing 
with the problems in connection with the rubber fingers under his 
administration. 

Senator Grtterre. We appreciate very much your coming and are 
sorry we could not give you more time. We have been glad to have 
you with us. 

The subcommittee will rise and reassemble at 9: 30 Monday morning. 

(Whereupon, at 3 p. m., the subcommittee was recessed, to recon- 
vene at 9:30 a.m. Monday, April 2, 1951.) 
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MONDAY, APRIL 2, 1951 


Unirep States SENATE, 
SuBcOMMITTEE ON RUBBER OF THE 
Setecr ComMMITTEE ON SMALL Business, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:40 a. m., room 457, 
Senate Office Building, Washington, D. C., Hon. Guy M. Gillette 
(chairman of the subcommittee) presiding. 

Present: Senators Gillette, Long, Hendrickson, and Thye. 

Also present: Mr. Shaver. 

Senator Guerre. The Senate Subcommittee on Small Business 
will come to order. 

The committee meets this morning at the time fixed at the time we 
recessed Friday afternoon. 

Senator Thye will preside. 

Senator Ture. Is Mr. Frisbee here? 

If Mr. Frisbee is not here, I will call Mr. Malone. 

Mr. Malone, will you come forward ? 

I will say at this time to all witnesses, the Senate reconvenes at 
10 a. m., but we are going to continue to hear witnesses this morning 
up until close to noon, or until such time as we are called to the floor 
by a quorum call and in the event we could not obtain permission to 
continue the hearing, we would have to go over and answer the roll 
call, 

In other words, we will continue with the hearing here this morn- 
ing but this afternoon we will not be able to sit for the reason that we 
are, by unanimous-consent agreement, compelled to be on the floor and 
to vote this afternoon. 

Mr. Malone, will you proceed in whatever manner you wish? Have 
you a prepared statement? 


STATEMENT OF E. L. MALONE, WASHINGTON RUBBER CO., 
WASHINGTON, PA. 


Mr. Matonr. I have a partially prepared statement, sir. 

Senator Tuyr. Very well, you may be seated and proceed. 

Mr. Maton. The company I represent is probably one of the 
smallest companies of a single product. We are engaged in the 
manufacture of camelback, only. 

Our position is unique, however, in that we developed and pioneered 
the sales and distribution of a special type of camelback. 

Now this particular product is fully protected by the patents and, 
while two major rubber companies and one of the smaller rubber 


347 





348 RUBBER SURVEY 


companies have taken out license agreements to manufacture this 
product, the remaining two major companies and several of the 
smaller companies have depended upon us to supply their needs, 

Now it has been a great source of satisfaction to us to have the 
demand for this product increase in the past 4 years beyond the 
present capacity of our plant. We have made every attempt to pre- 
pare to meet this demand by purchasing additional equipment, in order 
to increase our capacity. 

For a specific figure, in the year 1949, we sold through distributors 
and on a retail basis, over 1 million pounds of this special camelback. 
Our allocation, however, beginning in April of 1950, was reduced to 
the point whereby we had to close out all distributorships and retain 
only our retail or direct sales to dealers. 

We have made at least four appeals, through the Office of Rubber 
Reserve, and the NPA. We have been given consideration in all cases. 
However, while we were given an increase in our base-period consump- 
tion, subseque nt rulings by the NPA restricting the total consumption 
of that base period figure, has placed us in a very unstable position. 

In addition to having to forego the use of distributors for our prod- 
ucts, in order to come out with a profit, we had to notify all of our 
dealers that it would be necessary to sell our product at the full list 
price. We could not engage in any competitive selling with other 
rubber companies who were offering quantity discounts. 

There is no need to tell you that we suffered loss of certain accounts 
due to that. In fact we have been openly accused of taking advantage 
of a critical situation and grabbing for dollars, so to speak. 

Our concern at the present time is not only with what we can do 
today. We are gravely concerned as to whether we are going to be 
permitted to grow and assume what we feel is our proper place in the 
rubber industry. It is a matter of grave concern to us as to what we 

can look forward to. 

Beginning with the month of April, we are given an allocation 
which will permit us to reach only the break-even point in operations. 

I believe we are more fortunate than other small companies, in that 
we can attain the break-even point. However, we have been requested, 
as early as a month ago by some of the larger rubber companies, and 
one of the major rubber companies, to furnish them with a considerable 
quantity of material of our special product. We are in no position 
to even give them consideration. ‘They, in turn, claim they are in 
no position to give us any of their allocation in order to fulfill their 
needs, 

We do not know how long we will be able to continue operations of 
our plant on our present allocation. If the continued trend is in de- 
creased supplies, then I think I would be safe in saying that within 90 
days, we would have to close our plant. 

Last January, when I happened to be in Washington, I discussed 
the matter with an official of the NPA, and I was advised at that 
time that we should ask for Government contracts. I investigated 
that field, and I have found that while the ceiling price of camel- 
back, the list price, is 40 cents per pound, the Government was still 
procuring that at a price of as low as 22 cents per pound. We can- 
not possibly hope to compete in that particular field. 

The idea in back of the advice given by this official was that if we 
could get Government contracts and get just enough money to cover 
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our cost of operations out of it that we should be satisfied. However, 
we feel that the workman is certainly worthy of his hire, and we are 
entitled to a profit whether sale be to Government or to commercial 
users. 

Beyond this point, sir, I do not believe I have any statement to 
make, but I would be glad to answer any questions. 

Mr. Suaver. Do you have any figures, Mr. Malone, on what alloca- 
tions you received through December of 1950? 

Mr. Matone. Yes, sir. 

On the 1st of November our allocation was increased by NPA to 
116,679 pounds of new rubber per month. 

Mr. Suaver. That was new rubber? 

Mr. Matone. That is right, sir. It was up to us as to whether we 
purchased part of that in natural rubber or in GRS. However, our 
plant is set up to use only the GRS. We do not have the facilities to 
compound natural rubber. 

Now, our base period was around 673,000 pounds. That was the 
base-period consumption that we had established. The reason for 
that was that prior to January 1, 1950, we had purchased compounded 
stock from various rubber companies and just finished the process 
of extruding and applying the cushion gum, packaging and distribut- 
ing from our plant. 

As I said, the demand for our product reached the point whereby 
it was very necessary that we increase our facilities. 

Consequently, we purchased the machinery, and during the 5-month 
period from January through May of 1950 we spent that time in 
purchasing and installing additional equipment. 

When our base-period consumption was figured up, we did not have 
a full-year base period. 

Mr. Suaver. You did not have a full year of operation ? 

Mr. Mavone. That is right, a full year of operations. We have 
appealed on the ground that we were entitled to an increase. 

We were granted an increase, but it is insufficient to give us a 5- 
day, three-shift operation. That is, a 5-day week. That was the one 
thing for which we were asking. 

Mr. Swaver. What are your figures involved in the February 19 
letter from Mr. Fleischmann ¢ 

Mr. Matonr. We were reduced to our base period of 673,000. 

Mr, Suaver. You have appealed from that ? 

Mr. Matonr. We have appealed from that and they gave us an 
ncrease up to a little over 1 million pounds. The 20 percent cut 
they are putting into force for the month of April, from our base 
figure, reduces our daily production to less than 5,000 pounds which 
is the figure we need to break even in our operations. 

Mr. SHaver. You are solely in the camelback field, is that correct ? 

Mr. Martone. That is correct, sir. That is the only product we 
manufacture. 

Mr. Suaver. Under the new allocation on your proposed additional 
15 percent reduction in April, how many days per week and how many 
shifts per week do you propose to operate ? 

Mr. Matone. On the proposed operation we could compound for 3 
days and we could extrude for probably a day and a half. 

Senator Ture. Thank vai: Me Malone. 


84514—51—pt. 1 23 





350 RUBBER SURVEY 


Has Mr. Frisbee arrived ? 

(No response. ) 

Senator Ture. Has Mr. Webb arrived ? 

(No response.) 

Senator Tuyr. Mr. Selby, if you are here, you are seventh on the 
list but we will most happily accommodate you right now. 

State for the record your full name and the name of the company 
you represent. 


STATEMENT OF H. E. SELBY, BISHOP MANUFACTURING CO., 
CEDAR GROVE, N. J. 


Mr. Sevsy. Harold Edward Selby, Bishop Manufacturing Co., 
Cedar Grove, N. J. 

Senator Tuyr. Do you have a prepared statement that you would 
like to read? Ifso you may. If not, you may proceed as you will. 

Mr. Setpy. To give you a little background, I do not have a pre- 
pared statement. 

Our company is about 103 years old, and some years ago, or so, the 
Veterans’ Administration condemned our holdings in Manhattan and 
we were compelled to move to the town of Cedar Grove, N. J. 

We opened our doors in our new factory in August and the resump- 
tion of the 103-year-old business was predicated on the development 
of a new type of an electrical tape that had been approved by the 
Signal Corps, for low-temperature warfare. As a matter of fact, 
it is the only one that has been approved. 

The production of this tape is contingent upon two basic materials. 
One is the butyl rubber and the second is vistanex. Vistanex is an 
off-the-beaten-path product. It is manufactured by the N. J. Corp. 
It is a basic petroleum derivative. 

As I said before, the Signal Corps had approved this tape and placed 
substantial quantity orders with us and thus we were able basically 
to obtain raw materials to work with. 

It so happened that the N. J. Corp. was not obligated to honor the 
DO of the Signal Corps. The NPA made no allowance for the usage 
of vistanex in its orders. In accepting the Signal Corps’ orders, we 
were placed under definite delivery date. Upon appeal to the Signal 
Corps they were also unable to obtain vistanex from the N. J. Corp. 
The reason was that roughly a year ago the N. J. Corp. felt it should 
cease operations in the ‘manufacture of vistanex and they went to 
their various customers and said, “Will you place contracts with us 
for specific and definite quantities of vistanex at an increased price /” 

The industry reacted favorably to it and it seemed to be worth 
while for them to stay in production of this product and contracts 
were placed. 

We did not at that time have the bulk of Signal Corps business. 

As the Korean situation evolved, we were called upon to deliver 
more and more tape and N. J. could not deliver because of their con- 
tracts with the various other customers, and the limited production. 

We have appealed to the NPA to bring forth some sort of an order 
restricting the use of vistanex for nonessential products, and we have 
been told that it may come about but we have had no definite word. 

As I told you, the fact that the Veterans’ Administration caused us 
to close our doors for roughly 4 months and it so happened that the 
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4 months of being inoperative was the base period for which the allo- 
cations of butyl rubber were made. 

We have had pending for over a month now, a request with the 
RFC, the Rubber Division, to recognize this fact and to grant us the 
purchase of butyl rubber for civilian use. 

We have been getting it, definitely, for the Signal Corps’ use. 

My presence here this mor ning is with one hope : and that is that if 
it is within the power of this committee to do anything to investigate 
the possibility or the definite need for vistanex to be plac ced under strict 
allocation, it will be helpful. The uses in peacetime are relatively 
incidental to the use the Signal Corps makes of these products. I 
would definitely suggest to the committee that they look into this entire 
situation. 

Senator Tuyr. When did you first negotiate with the authorities 
relative to obtaining rubber in accordance with your historical alloca- 
tion, or your historical rubber usage ¢ 

Did you negotiate with any authorities as to what you had normally 
used in rubber prior to the time that you were shut down by the Vet 
erans’ Administration, and that you were actually then shut down for 
4 months during that base period ¢ 

Mr. Sexsy. To answer you directly, it was in February 1951. 

May I say this, that it ‘took 5 years to develop this product in the 
laboratory and it took 3 years to get it into production in our plant. 

Senator Tuyr. When did you first go into production on it? 

Mr. Secsy. The very latter part of 1948. During this time the 
Signal Corps was doing extensive work on this product. 

On that basis, we had no great need for orders, or we did not have 
orders, I should say, during this exploratory period. It just happened 
that the entire electronics field accepted this product along with the 
Signal Corps. We have contracts pending now with the Signal Corps 
that will require such large quantities of vistanex that unless some- 
thing is done for allocation, the Signal Corps is not going to get it. 

Hence, our factory, which is 62 percent dependent on this ti ape for 
its support is going to be badly cut. 

Senator Tuy. Thank you, sir. 

Has Mr. Frisbee arrived now ? 

(No response. ) 

Senator Tuyr. Mr. C. A. Webb? 

(No response. ) 

Senator Tuys. Is Mr. Arthur H. Smith here? 

Mr. Harris. I am F. S. Harris, appearing for Mr. Smith. 

Senator Ture. Will you state for the record whom you are and 
whom you represent. 

Mr. Harris. I am Franklin S. Harris, the Kerite Co., vice president 
in charge of production. I appear for Mr. Arthur H. Smith. 


STATEMENT OF F. S. HARRIS, APPEARING FOR ARTHUR H. SMITH, 
KERITE CO., NEW YORK, N. Y. 


Mr. Harris. Our company manufactures insulated wire and cable 
for vital circuits for railroads and power companies. During the last 
war, at the request of the War Production Board, we converted 
to the use of synthetic rubber during the fall of 1943 and we have 
used it as our standard ever since regardless of the fact that at times 
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during the intervening period the price of natural rubber was ap 
preciably less than the cost of synthetic rubber. 

As a result of converting to synthetic rubber, we sold to the Gov- 
ernment over a million pounds of the finest para rubber at a pric: 
considerably below the cost to the Government of inferior rubber 
received by them from Brazil, during the war. 

We have continued our support of the synethic-rubber program by 
using it exclusively in our insulation even since the last war and whil: 
our supply of rubber and other materials was completely satisfactor) 
under the controlled-materials plan, our supply of GRS synthetic has 
been influenced by and subordinated to the use and policies of the large 
tire companies since the cessation of the controlled-materials plan. 
We do not consider this to be a healthy situation even in those period: 
when our supply of synthetic rubber has been adequate, and the situ 
ation is naturally untenable when it is not. We would like to point 
out that while our support of the synthetic-rubber program has bee! 
100 percent, it is a matter of record that the large tire companiec 
switch from synthetic to natural rubber when the price is favorable, 
and in the resultant curtailment of the synthetic program our indus 
try suffers, particularly when its needs are made secondary to those 
of the tire companies when they switch back to synthetic rubber. 

A very glaring example of this existed in the fall of 1947, and 
the winter of 1948, when we spent many hours of exhaustive effor 
over a period of several months before the situation was straightene: 
out and wire industry needs were met. 

We now find ourselves in a gravely critical situation. The demands 
of the two defense-supporting industries, which utilize over 90 perce 
of our product, namely, the railroad and power companies, are at a1 
extremely high level, yet for the period selected as a base for ow 
supply of rubber, the demands of these two industries were extremel) 
low. After the Korean War started new regulations set up by NPA 
selected a period July 1949 to July 1950 as the base period. This was 
particularly good for the large tire companies, as previous testimon) 
has shown, and it was equally bad for some of the other industries, it 
cluding our industry. As a matter of fact, our consumption of sy: 
thetic rubber for the base year ending July 1, 1950, was 570,873 pounds, 
while for the year ending July 1, 1949, it was 1,016,007 pounds. Dur 
ing this base “period our plant was operating 4 days per week with 
reduced force, whereas the plant had been operating since 1940 o1 
40 hours or more. Our man-hour figures for base period and year 
immediately preceding, were as follows: 

July 1948 to July 1949, 1,161,351; July 1949 to July 1950, 708,027 

The regulations which determine the base period also provid 
for appeal to cover hardship cases. We appealed and were grante 
an increase during the last 6 months of last year. However, as 
soon as the large tire companies cut back on natural rubber, our 
base was readjusted to the original base with the result that we 
have been allocated less than 50 percent of the rubber we were per 
mitted in January. This is 40 percent of the quantity required to 
keep our plant reasonably busy. Each month we have appealed 
on the basis provided in the regulations but the results have been 
almost negative. Our rubber permits for the last 6 months show 
this very clearly: 
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November 1950, 61,290; December 1950, 60,500; January 1951, 
64,700; February 1951, 49,398; March 1951, 37,226; and April 1951, 
30,711. 

[f immediate relief is not granted, our plant would be forced to cut 
in April man-hours by 50 percent and work force accordingly. 
This labor force could not be recovered as new war industry is com- 
peting even now in our area. _ sph: 

To the railroads we supply wire and cable for signaling, interlock- 
ing, and ear retarding, all of which facilities contribute to speeding 
up transportation and thus increasing the capacity of the railroads. 
Our cables for power companies are vital circuits principally in con- 
nection with the construction of new power plants and distribution 
of same to the industries. 

If the purpose of the NPA is to direct materials in short supply 
to essential industries, the Rubber Division should be allowed and 
directed to recognize such in their allocation policy. 

Gentlemen, I have just one more word: We are not down here to 
criticize the Rubber Division or personalities in the Rubber Division. 
We know that the expected increase in production of synthetics did 
not happen as expected. We think within 3 or 4 months perhaps 
the situation may relieve itself somewhat. 

On the other hand, we know we are one of many who are caught 
in the middle during this period and do not know how the picture 
will go. 

If the controlled-materials plan is in effect in 4 months, we know 
our customers will be essential and we will be able to get the copper 
and everything needed to make the cable. However, it is in this 
period in between when we are out on a limb and frankly we are 
caught in the middle. 

I feel that probably for April we will get some relief. The case 
is too strong not to give it. However, if we do not, we are faced 
with a cut-back of approximately 50 percent. 

Senator Tuyr. Do you have any qeustions, counsel ? 

Mr. Suaver. I have just one observation, sir. Apparently you 
supply materials which keep the transportation facilities of our 
country rolling; is that correct? 

Mr. Harris. We supply about 70 percent of the railroads. 

Mr. Suaver. You are one of the small companies that Secretary 
Sawyer mentioned in his policy statement here, that should be given 
extra assistance. Yet your plant has been cut 50 percent of what you 
had in January of the very same year. 

Mr. Harris. That is right, sir. 

Mr. Suaver. I have no further questions. 

Senator Torr. Thank you, sir. 

Is Mr. Seidemann here now ? 

(No response. ) 

Senator Ture. Is Mr. Hulse here, please? 

Mr. Hutuse. Yes, sir. 


STATEMENT OF JOHN B. HULSE, TRUCK-TRAILER MANUFACTUR- 
ERS ASSOCIATION, INC., WASHINGTON, D. C. 


senator Ture. Will you state for the record, Mr. Hulse, who you 
are and whom you represent ¢ 
Mr. Huse. [ shall be glad to do that, Senator. 
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Mr. Chairman, gentlemen of the committee, my name is John B 
Hulse. I am managing director of the Truck-Trailer Manufacturers 
Association, Inc., a nonprofit organization, representing the manu- 
facturers of more than 90 percent of the truck-trailers produced in 
this country. Our association maintains offices in the National Press 
Building, Washington, D. C. 

At the present time we have 62 trailer manufacturers and 49 asso- 
ciates, or suppliers, members in our group. Included among the asso- 
ciate members are tire companies supplying most of the original 
equipment truck tires used by our industry. 

Although truck-trailers have been manufactured in significant num- 
ber since the period immediately following World War I, it was not 
until the late thirties and, in fact, the period immediately preceding 
World War II that our industry became recognized as an important 
factor in highway transportation. For purposes of comparison, | 
should like to mention that nearly 42,000 truck-trailers were built in 
1941; that the number dropped to slightly more than 8,000 a year in 
both 1942 and 1948 as a result of wartime curtailment of manufac- 
turing. It then became apparent that civilian-type truck-trailers 
were urgently needed to handle the flow of war materials, as well as 
civilian goods, and, accordingly, the War Production Board author- 
ized production programs resulting in an output of more than 24,000 
in 1944 and more than 33,000 in 1945. Production in 1946 reached 
76,000, an all-time high from which production subsequently de- 
clined. Since July of 1949, production has been increasing and our 
industry was back to an annual rate of 65,000 prior to the outbreak of 
fighting in Korea. Since that time, our members have been unable to 
keep up with the demand of the motor carriers. 

During the summer of 1950, our members began to experience diffi- 
culty in obtaining the truck tires needed to meet their expanding pro- 
duction schedules. Our production in the latter part of 1950 more than 
doubled the low level of July 1949. Truck-trailer manufacturers 
carry only a modest inventory of tires in normal times and, with pro- 
duction increasing at the same time that tires were becoming scarce, we 
were obviously unable to maintain even normal inventories. In fact, 
since the third quarter of 1950, our industry has been on a hand-to- 
mouth basis as regards original equipment truck tires. 

The tires used on truck trailers are known to the manufacturers as 
“Twin-bead or A-3b size group,” in other words, 9:00 by 20, 10:00 
by 20, 10:00 by 22, 11: 00 by 20, and 11:00 by 22. A smaller number 
of “A-—3a” tires in the 12:00 size group are also used. These tires 
require, and even now are authorized to contain under the rubber 
order, a high percentage of crude rubber. The percentage for the A—3b 
group is 90 and for A—3a is 92 percent. 

And I might add a small number of tires in the fourteen and fifteen- 
nine hundred size are used on low-bed trailers. 

Truck-trailer manufacturers struggled with the problem of secur 
ing necessary tires and resorted to many expedites in their attempt 
to satisfy customer demands for new trailers. Since the third quarter 
of 1950, our companies in some instances have been able to persuade 
truck operators to furnish the tires for new trailers they purchased. 
In many other instances, companies have delivered new trailers on 
single tire equipment although dual tires are an obvious necessity in 
every instance. Asa result of these practices, truck-trailer manufac- 
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turers owe their customers something in excess of 35,000 truck-tires. 
Moreover, the situation has become so actute that there are more than 
2,500 trailers in manufacturers’ hands complete and ready for deliv- 
ery—except for tires. 

If I may interrupt a second, Mr. Chairman, I have some photo- 
graphs here that show just what a few of these trailers look like, sitting 
around on air strips without tires on them. These are all new, com- 
plete, sold, awaiting delivery to customers, and as you can see they 
just cannot be delivered, they are immobilized for lack of rubber. 

Senator Tuyr. In spite of that terrific shortage of facilities to move 
freight, we have dragged our feet on synthetic rubber production. Is 
that not about the answer ? 

Mr. Huse. That is part of it. As I said before, these tires require, 
and even now are authorized to contain under the rubber order, a high 
percentage of crude rubber. The percentage for the A-3b group is 
90 percent, and for the A—3a group is 92 percent. 

That is the allowable percentage. It is not always that high. We 
hear that some tire companies are able to make satisfactory truck 
tires with a somewhat lower percentage, but under the rubber order, 
they are allowed to go that high with the crude or natural rubber, 
the balance being synthetic. 

Up until the end of January, members of our industry believed that 
their difficulties were neither greater nor especially different from any 
other class of tire customer. Since February 1, however, members 
of our industry have been either totally unable to obtain any tires 
from any sources or, at best, able to obtain less than 50 percent of the 
number of tires shipped to them in previous months. Members of 
our industry believe that other classes of tire purchasers, such as the 
automobile manufacturers, who have been using nearly a million orig- 
inal equipment automobile tires per week in passenger-car produc- 
tion; operators who have mileage contracts with tire manufacturers ; 
and certain other classes of buyers in the tire field have not been asked 
to make any reduction or, at best, not nearly a reduction comparable 
with that forced upon the truck-trailer industry. 

We now understand that passenger car original equipment tire usage 
is. to be reduced 25 percent, and several witnesses have stated that some 
of the rubber saved will or should be used to make more large truck 
tires. We hope this can be done—and soon. However, it has been 
stated that about 10,000 tons of natural rubber per month are needed 
to relieve the truck tire pinch and we doubt if this much will be saved 
ina 25 percent passenger car tire cut-back, 

Truck-trailer manufacturers have been made to feel the impact of 
rubber and of tire shortages sooner than other groups of buyers. Com- 
pared to passenger-car manufacturers and most truck manufacturers, 
we are “small business” in the true sense of the word. Moreover, tra- 
ditionally the truck-trailer industry has catered to customer preference 
in supplying the make of tire the truck operator considers standard 
in his fleet. This has resulted in trailer companies buying from many 
tire manufacturers rather than concentrating their purchases with 
one or two companies. Accordingly, members of our industry are 
not generally recognized as large purchasers of tires, although one of 
our companies, in actual fact, is the second largest purchaser of tires 
in the A—8b size grouping in this country. 
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When our member companies were advised that major tire suppliers 
were scheduling no deliveries for February and making no promises 
for subsequent “deliveries, our association made a telegraphic surve\ 
of the 12 largest companies in the industry to obtain factual informa 
tion as to the extent of the shortage. This information was to the 
effect that as of February 8—and we go back quite a while with this 
shortage—more than 1,200 truck trailers were complete and ready for 
delivery except for tires, and that unless relief was granted immedi- 
ately, the operation of our industry would be reduced by at least 5) 
percent, if not stopped entirely. 

This information was presented to the transportation equipment 
division of the National Production Authority, the street and high- 
way division of the Defense Transport Administration, and, in addi- 
tion, was summarized in the following letter of February 14 to Mr. 
Manly Fleischmann and delivered personally to this office. I would 
like to read that letter, if I may, sir. 


Shortages are neither new or news, and certainly the members of our associa- 
tion have no desire or intention of bringing to your attention a condition which 
is common,to all industry at this time. 

For more than 6 months truck-trailer manufacturers have been unable to 
obtain all of the original-equipment tires they needed to keep pace with customer 
demands for new truck trailers. It has been necessary, during that period, 
to deliver truck trailers on customers’ tires wherever possible. One company 
alone owes over 24,000 tires to its customers because of this practice. These 
shortage-imposed emergency conditions have been accepted as a natural con- 
sequence of our mobilization effort. 

Since February 1, however, a number of our members have been advised by 
their tire suppliers that they will receive no shipments during February, and 
that March deliveries are doubtful. 

Upon investigation, we learn that this cessation of tire deliveries is the result 
of the automobile manufacturers holding the tire companies to their original 
equipment contracts which, in the face of a reduced permitted use of rubber, 
has resulted in an almost complete curtailment of truck-tire production. 

Tire sizes 10:00 by 20, 10:00 by 22, 11:00 by 20, and 11:00 by 22 are those 
most seriously affected by this curtailment. 

When some of our members brought this situation to the attention of our 
association, we made a telegraphic check, and the attached copies of wires 
and summaries of telephone conversations are typical. Our check covered only 
the 12 largest manufacturers, representing approximately 75 percent of the 
capacity of our industry. 

In summary, we found over 1,200 truck trailers complete except for tires, 
truck trailers urgently needed by motor-truck operators, but immobilized while 
passenger cars continue to get five tires each in seemingly unlimited quantities. 

We have found truck-trailer manufacturers already forced to curtail produc- 
tion by as much as 50 percent, while others are facing immediate production 
cut-backs unless some relief from the current tire freeze is obtained. 

I am sure it is not necessary to tell you the important role truck trailers play 
in our national transportation economy. It will suffice to say that trailers 
carry substantially all of the intercity general freight, food products, and manu- 
facturing components moved by highway transport, and the total traffic is 
increasing monthly as the Nation speeds up its mobilization effort. Lack of 
tires makes it impossible for us to deliver the truck trailers needed for replace- 
ment and to augment present motor carrier fleets. 

May we have an early assurance from you that it is not the intention of the 
National Production Authority to cripple motor transport by making this one 
important transportation artery bear the brunt of rubber conservation? 


This letter contains responses from the 12 companies. 
(The information referred to is as follows:) 
Repty From FrRvuewAvuF Recetvep Fesruary 9, 1951 ny PHONE 


Six hundred and fifty-two trailers being held complete ready for delivery on 
customers orders—except for tires. 
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Have already delivered trailers short of normal tire equipment and on cus- 
tomers tires and now owe customers 24,000 tires. 

Production has not been cut because of deliveries on customers tires but 
cut is imminent since this source is drying up. 


Repty From TRAILMOBILE RECEIVED Fesruary 9, 1951 By PHONE 


Have 400 trailers complete ready for delivery on customer order except for 
tires. 

Tire company normally supplying 40 percent of their requirements to make no 
deliveries during February. 


Joun B. HULSE 
Truck Trailer Manufacturers Association, National Press Bldg., Washington, 
D. C. 

Reurtel 25 dual axle semi-trailers on hand without tires. Sixty percent of 
all trailers shipped from Spokane and Toledo plants last 4 months had only two 
tires per axle present indications are that unless we receive relief, production will 
be cut 50 percent. 

T. C. Brown, 
President, Brown Trailers Inc. 


Joumw HULSE, 
Truck Trailer Manufacturers Association, 
National Press Building, Washington. D. C.: 

Retel: Have been delivering trailers to customers with only one-half number 
tires required since early December on promise of furnishing balance of tires to 
customer when available. Have been purchasing tires from Sears, Roebuck and 
other tire dealers at above original equipment cost in effort to keep operating. 
After exhausting all of above efforts had to cut production 50 percent on January 
15 because of lack of tires as at that time had 61 trailers on lot with no tires. 
Even operating at 50 percent reduction we can only get sufficient tires to deliver 
trailers with one-half number of tires required. At this time have approximately 
40 trailers on lot awaiting tires. All indications from tire companies indicate 
even less tires for February and March. Situation extremely critical and urge 
every effort on part of DTA to remedy. 

HAMMOND STEEL PropUCTS Co. 


Retel: 42 trailers completed less tires in addition to current production. Tire 
shortage forced 60 percent production cut. 
DorsEY TRAILERS, 
C. E. Dorsey, Jr. 


Joun B. HULSE 
Truck Trailer Manufacturers Association, 
National Press Building, Washington, D. C.: 

Retel: Have been able to maintain production by trading, borrowing, and beg- 
ging tires. However tire stock low now and will suffer approximately 20 percent 
production loss in February due to no tires. March looks even worse from 
promises made. 

KINGHAM TRAILER Co., 
LUCAS. 


JoHN HUvLsgE, 
Truck Trailer Manufacturers Association, Washington, D. C.: 

We have better than 50 trailers on our lot without tires. Our production will 
be shut down entirely very shortly unless we can continue to produce without 
rubber which is not likely. 

Horns MANUFACTURING Co., 
W. E. GRACE. 
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TRUCK TRAILER MANUFACTURERS ASSOCIATION, 
Washington, D. C.: 
Production last month cut 4 percent account tire shortage. Estimate 20 per 
cent cut this month. 
Urmitry TRAILER MANUFACTURING Co. 


JoHN B. HULSE, 
Truck Trailer Manufacturers Association, Washington, D. C.: 
Trailer production being hindered to the extent of 25 percent due to tire 
shortages. Need tires for 100 units at once. 
KENTUCKY MANUFACTURING Co., 
R. C. Tway, Jr. 


JOHN B. HULSE, 
Managing Director, Truck Trailer Manufacturers Association, Inc., 
Washington, D. C.: 

Your wire 7th re critical production situation account tire shortages. We 
will be forced to stop delivering trailers by February 15 to 20 unless immediate 
release on tires is forthcoming. 

GRAMM TRAILER CorP., 
D. 8S. EL.is. 


Repity From Strick TRAILER, Fesruary 12, 1951, py PHONE 


Production hampered by tire shortage. Have been delivering on customers 
tires and on single tire per wheel basis as temporary expedient. 

Production will be cut 40 percent unless tire relief is granted as customers are 
substantially out of tires. 


Excerpr FrRoM Letter DATED Fresruary 13, 1951, From HigHway TRATLER Co. 


Tire shortages have affected us in many ways. In many instances we have not 
been able to get a sufficient number of tires of various sizes and we have been 
compelled to produce the trailer on used tires and install the new ones at a 
later date. This, of course, increases our cost and at the same time delays the 
delivery. I would say that all sizes of tires that we use are involved. However, 
it has not necessarily affected our actual production to any extent but the 
inconvenience and higher cost has given us considerable annoyance. 

We would estimate that tire shortages have given us trouble in about one- 
third of our total production, exclusive of Government orders. 

Yours very truly, 
HIGHWAY TRAILER Co., 
L. E. Craic, Vice President. 


The following week Mr. Aden Miller of the Rubber Directors’ Office 
in the National Production Authority invited me to come down and 
discuss the problem. Following that discussion, I wrote the following 
letter to Mr. Leland Spencer, Director of the Rubber Division of 
NPA. I would like to read this letter. 


On February 14, I wrote to Mr. Manly Fleischmann, Administrator of the Na 
tional Production Authority, calling to his attention the crippling shortage of 
original equipment tires that is seriously curtailing the production of the truck- 
trailer manufacturing plants of the country. As stated at that time, our mem- 
bers are well aware of the shortage of rubber and of the problems the rubber 
conmanies face in trying to apportion their inadequate supply among the many 
users of their products. For some months past, trailer manufacturers have been 
unable to get sufficient tires to meet their production schedules, but we have 
been receiving substantially our pro rate share of original equipment tires. 

As of February 1, the truck-trailer manufacturers were advised by the major 
rubber companies, upon whom they depend for original equipment tires, that 
they would receive in some cases no tires and in other cases a greatly reduced 
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number of tires during February and March. Meanwhile, it is our understanding 
that original equipment deliveries to automobile manufacturers have been con- 
tinued at nearly record rates. 

Members of our industry believe that whatever cuts are necessary should be 
equitably applied over all types and sizes of tires and not concentrated in any 
one size group. We have been unable to prevail upon our tire suppliers to accept 
this view and we, therefore, urge you to prepare and issue the necessary in- 
structions in the form of a directive which will require the tire manufacturers to 
produce original equipment tires, insofar as their available rubber permits, in 
the same range of sizes and types as was produced during a normal base period. 

We believe this relief is not only necessary to the continuation of the truck- 
trailer manufacturing industry but, moreover, we believe it is in accordance with 
the clear intent of the Congress as evidenced by the following quoted section 
of the Defense Production Act, Public Law 774, Bighty-first Congress, second 
session : 

“It is the objective of this act to provide the President with authority to 
accomplish these adjustments in the operation of the economy. It is the inten- 
tion of the Congress that the President shall use the powers conferred by this 
act to promote the national defense, by meeting, promptly and effectively, the 
requirements of military programs in support of our national security and 
foreign-policy objectives, and by preventing undue strains and dislocations upon 
wages, prices, and production or distribution of materials for civilian use, within 
the framework, as far as practicable, of the American system of competitive 
enterprise.” 

I am enclosing a copy of my letter to Mr. Fleischmann, referred to above, since 
it sets forth the degree of hardship experienced by the 12 largest manufacturers 
in our industry. It is obvious that if the largest companies are unable to obtain 
tires, certainly those of our smaller companies, whose buying power and whose 
status as a customer is considerably smaller than that of the larger companies, 
are, likewise, experiencing extreme hardship. 

May we have an early assurance from you that relief along the lines of the 
directive requested above will be granted in the next few days. 

This letter was dated February 21. On February 28 I received the 
following reply from Mr. Miller: 

Mr. Spencer has asked me to acknowledge your letter of February 21, 1951. 

Prior to your letter, every tire manufacturer had been advised that NPA 
regulations are based on the principle that each manufacturer will distribute 
his production equitably amongst his customers. The Rubber Division will take 
no further action until the effect of this notice to tire manufacturers has had 
time to produce results. 

He refers to a letter of February 19 and as a result we have no 
knowledge of any results. 


Naturally, we were disappointed that the Rubber Division had 
not been able to accept our suggestion to direct the tire manufactur- 
ers to resume supplying tires in all size groups and to all classes of 
customers in accordance with their normal production and distribu- 
tion pattern. We had felt that such a directive was necessary in 
order to relieve the tire companies from the requirements of their 
original equipment contracts with the major automobile manu- 
facturers. 

In presenting the problems of the truck-trailer industry in obtain- 
ing original equipment tires, I have not felt it necessary to dwell at 
any length on the essentiality of our product, on the role that highway 
transport plays in the over-al] economy of the country, nor in the 
total ton-miles of traflic that are transported by truck-trailer. The 
members of our industry, however, believe that the equipment they 
build is of sufficient importance to the Nation’s economy that they 
would not be doing their patriotic duty were they to quietly accept 
the present curt: Lilment of truck tires, close down their manufactur- 
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ing establishments, or go out of the trailer business. Accordingly, we 
have made every effort to call the attention of both Government offi- 
cials and appropriate congressional committees to the problem of se- 
curing sufficient tires to ‘enable our members to build the trailers 
needed both for maintenance of present motor-carrier fleets and for 
the growth required by the ever-increasing volume of highway traffic. 
This traffic, as you know, includes a rapidly increasing volume of 
defense materials, military supplies and, in fact, all of the other 
essentials for both the armed services and our civilian population. 

We trust that your committee will be able to make recommendations 
that will assist our industry. We hope that assistance may be forth 
coming in the very near future as you can well imagine manufacturing 
plants cannot well continue in operation ifa aaa component, such 
as truck tires, is denied in whole or in large part. 

I would like to call your attention to just a few of the batch of 
wires we have been receiving from our members since they learned I 
was going to make this statement. We have not had time to have 
copies made. Most of them came in over the week end. 

Perhaps I might read two or three to give you the sense of them. 

This is from the Baker Trailer & Equipment Co., St. Louis: 

Retel: Unable to secure any tires at all and are losing orders, account of 
same. Last delivery we received was December 12. We were short 48 tires on 
trailers already delivered. Need 112, 10:00 by 20 for next quarter. Plus 48 
we owe, makes 160 tires. 

That is a very small company to need only 160 tires. They run 
much larger. 

I will read only a part of this wire: 

Promises from tire producers, only 192 for April with no producer willing to 
forecast May—June. Typical is that of Goodyear who will quote no truck tires 
will be available for nonpriority orders during April. Also Firestone, “Unable 
to furnish as many tires during second quarter as first quarter.” Firestone 
only furnished 158 tires during first quarter. 

During 1950, 10 tire companies were supplying us. Currently six of the above 
companies are not supplying us with tires. From the remaining four companies 
we are receiving less than one-third the quantity we received during the third 
quarter of 1950. Our tire requirements for the second quarter are as follows: 
9:00 by 20, 160 tires ; 10: 00 by 22, 2,400 tires; 11:00 by 20, 1,600 tires; 11:00 by 
22, 3.600 tires. 

I shall not read all of these to load the record or take your time 
but that gives you an idea of our situation. 

Thank. you very much for this opportunity of presenting our prob- 
lem. 

Senator Gitterre. You say you are managing director of the Truck- 
Trailer Manufacturing Association, a nonprofit organization repre- 
senting some 62 trailer manufacturers and 49 associates. 

What is the objective or purpose of your organization, the Truck- 
Trailer Manufacturing Association ? 

Mr. Hovtse. Senator, it is a trade association and our principal pur- 
pose is to aid the members of our industry in any of their problems 
regarding the growth and development of the truck-trailer manu- 
facturing industry. This is one instance of such need. 

Senator Giuterre. You are incorporated ? 

Mr. Hutsr. We are incorporated, sir. 

Senator Gizerre. And the stockholders are whom? 

Mr. Hutse. There are no stockholders. It is filed under the District 
corporation. 
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Senator Gitterre. I did not quite understand that. 

Mr. Hutse. I say we were incorporated in the District of Columbia. 
As far as I know there are no stockholders. 

I am sorry; you have me at a disadvantage. I was not with the 
association at the time. I have seen the papers of incorporation but 
since it is nonprofit, I do not know that there are any stockholders. 

Senator Gitterre. If it is nonprofit, is it supported by dues of the 
associate members ¢ 

Mr. Huse. The members and the associate members pay modest 
dues which maintain an office in Washington. 

Senator Guerre. You do not know whether or not they hold stock 
in this organization ¢ 

Mr. Hutse. No; they have no stock in the organization. That I do 
know. There was no stock issued to the best of my knowledge. There 
were three incorporators. 

Senator Guerre. There is no outstanding stock of which you 
know ¢ 

Mr. Huse. I am sure there is no outstanding stock, sir. 

Senator Gitterre. It is just a voluntary trade association to study, 
probably, matters of concern to the industry and render assistance to 
them. 

Mr. Hutse. That is right, sir. 

Senator Gitierre. Do. you know where your salaries come from? 

Mr. Huse. It comes from the membership dues. 

Senator Giuerre. From the dues? 

Mr. Hutse. That is right. That is our only source of income. 

Senator Giuierre. Now the thing that I had difficulty in under- 
standing was, Are trailer manufacturers an entirely different group 
from truck manufacturers / 

Mr. Hurse. Yes, sir; they are. Perhaps one or two truck companies 

nanufacture an occasional trailer and there are no trailer companies 


,' who manufacture trucks. 


I would also like to clear this, Senator, that none of our companies 
manufacture what are known as trailer coaches, or house trailers. as 
they are commonly referred to. All of the trailers we are speaking 
about are used for the purpose of transporting materials on the 
highways. 

Senator Gittetre. Do the members of your organization in your 
industry sell their trailers to the truck manufacturers or to the con- 
sumer? 

Mr. Hutse. To the truck user. 

Senator Giuuerre. To the user? 

Mr. Hutse. To the operator. 

Senator Griterre. It is entirely independent from the truck manu- 
facturers ¢ 

Mr. Huuse. Yes, sir; we are entirely independent of them. 

Senator GILLETTE. Do the members of your industry or does your 
association have a contract with tire manufacturers for making tires 
available to you ? 

Mr. Hutsr. Our association has no contracts whatsoever with any- 
one. We do not operate as a cooperative in purchasing or obtaining 
any materials at all. 

Senator Giterre. What I am trying to understand and also I 
would like the record to show—how it comes about that this particular 
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segment of industry—and it is of unquestionable importance—is of 
such a different category that the manufacturers of passenger cars 01 
the manufacturers of trucks have contracts with the tire manufacturers 
for a certain number of tires, but apparently your industry does not. 

Mr. Houtse. Well, no, Senator. Generally speaking, most of our 
companies are small and the normal practice is to carry four or five 
or more different makes of tires in stock. This is when tires are readily 
available. And to install on new trailers the tires chosen by the oper- 
ator. He may be operating on one make of tire all through his fleet 
and naturally he wants to continue with that same tire. 

Senator Giiterre. So far as you know the members of your organi 
zation do not have contracts with tire manufacturers to furnish a 
certain number of tires. 

Mr. Hutse. So far as I know that is true. 

Senator Gitierre. It is rather a unique situation and that is why 
IT wanted to develop it. 

That is all, Mr. Chairman. 

Senator Tarr. Thank you, sir. 

Mr. Richter, Lanvale Vuleanizing Co., Baltimore, Md. 

(No response. ) 

Senator Tuye. Is there anyone here who was supposed to testifv 
this morning? 

Is Mr. Frisbee here ? 

(No response. ) 

Senator Toye. Is Mr. Webb here? 

Mr. Weps. Yes, sir. 

Mr. Hutse. Mr. Chairman—— 

Senator THye. Yes. 

Mr. Huts. M: ay I add one thing to the record: Lest you be under 
a misapprehension, this truck tire short age affects many of the smaller 
truck manufacturers. Many of them have had to appeal to NPA for 
relief. I am not authorized to speak in their behalf but I did want to 
add that much to the statement. 

Thank you, sir. 


STATEMENT OF C. A. WEBB, WEAVER-WINTARK SALES C0., 
SHAMOKIN, PA. 


Mr. Wess. My name is C. A. Webb. I am president of Weaver- 
Wintark Sales Co., in Shamokin, Pa., which today is a manufacturing 
company. 

Senator Tuyr. Have a chair, Mr. Webb, and make yourself com- 
fortable. 

Mr. Wess. Yes, sir 

Senator Tuyr. You may proceed, Mr. Webb. 

Mr. Wess. Under date of November 15, after struggling with this 
rubber order, I made a trip to Washington and talked with Mr. Glen, 
explaining to him our problem that the base period under which we 
were supposed to operate, was for us actually the worst period in our 
history, insofar as sales and profits were concerned. We suffered a loss 
during that period. The base period actually was 31% tons of rubber 
amonth. I think that transfers itself into 94,000 pounds a year. 
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I showed Mr. Glen what our normal consumption was, using the 
—— of 1947 and 1948, which ran just about double that of the 
base period, or 7 tons per month. 

Mr. Glen conceded that we would not be able to operate profitably, 
after I showed him the statistics of profit and loss, sales and so forth, 
as compared with the base period, and he verbally agreed that the case 
would be accepted if it were presented in writing and he thought that 
we would be able to have granted the rubber we needed. 

Under that assurance—and we confirmed this entire conversation, 
together with the necessary data that was presented, in a letter—we 
proceeded to operate. 

February 19, I believe, was the revision. Whatever the date was, 
you realize what I am speaking of. It included the sweeping revision 
of rubber allocations. 

Incidentally, this was the first thing we had in writing from the 
Rubber Division; the first written allocation. It said that granting 
our plea for an increase, our base period of 42 tons a year was cut to 
26 tonsa year. Fifty-eight thousand pounds as against 94,000 pounds, 

We reported consumption for the year 1948 of well in excess of 
100,000 pounds. There was no report made for 1947 and in consulting 
with my father, who made out these reports, there was none made for 
1949. There was one made for 1950, however, by myself. 

We are actually in very bad shape today. We cannot use the rubber 
that we need to use to operate, at all, let alone operate profitably. Our 
place of business naturally has been displaced considerably. 

If you would be interested in the payroll figures—incidentally, July 
15, 1950, we had a 10 percent general increase in the payroll, and prior 
to that, 1947, 1948, and 1949, the per-hour figures were approximately 
the same except for periodic adjustments for le ngth of service, like 5 

cents an hour for 6 months and 5 cents an hour for the year and that 
kind of thing. 

Senator GiitLetre. You said you had an increase in the payroll. 
Was that an increase in employees or the rates of pay ? 

Mr. Wess. As of that time it was an increase in the rates of pay, sil 

In 1947 our payroll for the year was $71,000; in 1948, $102,800; in 
the base period, $51,700; and last February we had a payroll of less 
than $2,000. That is entirely due to our not being able to obtain the 
materials with which to operate. That, of course, would figure to 
a little over $20,000 annually, that February payroll. So you can see 
that the employment situation in. Shamokin—actually, we are not a 
big concern by any means as you can gather from these figures. How- 
ever, we do ordinarily run two shifts and employ 65 people, of which 
over 50 percent are men. 

When confronted with this sweeping revision we prepared an appeal 
stating these facts that I have mentioned here. I think in this testi- 
mony I have encompassed most of them, that we would suffer and have 
suffered a severe financial hardship. 

I did not go into other phases of it, such as the public interest. Most 
of our products go to schools and playgrounds. Athletic goods is what 
we manufacture, rubber-covered athletic goods. 

I did not, in the appeal, mention this ‘labor : angle. However, the 
appeal was worded in ordinary language and it was not considered 
much, at all. Asa matter of fact, I was advised to withdraw it, due 
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to the fact I had to tie it in to certain parts of this criteria. In other 
words, “This must be that way because of this.” I have been work 
ing on that ever since. Itis quitea job. 

We have asked for temporary relief under the paragraph in 
criteria which allows the allocation of less than 100,000 pounds a yea 
Friday, a week ago, a letter was written to the Rubber Division, 7. 
dressed correctly and to the proper person, following a telephone con- 
versation. This past Friday, I called to see the results of any action 
on this letter and it was stated that the letter was never received, and 
would I send a copy of it. 

I mean this was just another week gone by. This time I sent the 
letter registered, for temporary relief, while I am preparing the cor 
rect data and getting this appeal which I hope will result in a perma- 
nent revision upward of our allocation instead of slashing the base 
period by 38 percent. We may get some, on that, I do not ‘know, but 
to date, ever since November, we have had nothing but action which 
just forces us to cease operations if it continues. 

That is all I have. 

Senator Giiierre. I do not believe I have any questions. 

Senator Tuyrr. Thank you, sir. 

Is Mr. Richter here now ? 

(No response. ) 

Senator Tuyr. Mr. Chairman, that is all. 

Has Mr. Frisbee arrived ? 

(No response. ) 

Senator Tuy. Is there anyone here who would like to testify now ? 

Mr. Chairman, that concludes this morning’s hearing. I do not 


know what your schedule is. 

This will conclude this morning’s hearing. This committee will 
recess and reconvene at 9:30 tomorrow morning to continue with the 
hearing. 

(Whereupon, at 10:55 a. m. the committee recessed to reconvene at 
9:30 a.m., Tuesday, April 3, 1951.) 
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TUESDAY, APRIL 3, 1951 


UNITED STATES SENATE, 
SuBcOMMITTEE ON RUBBER OF THE 
SELECT COMMITTEE ON SMALL Business, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:40 a. m., room 457, 
Senate Office Building, Washington, D. C., Hon. Guy M. Gillette 
(chairman of the subcommittee) presiding. 

Present : Senators Gillette, Thye, Long, and Hendrickson. 

Also present : Mr. Shaver. 

Senator GitLerrr. The subcommittee will come to order. The sub- 
committee meets today pursuant to the recess taken yesterday. 

I believe it was at our last Friday meeting when we made public a 
letter that the subcommittee directed be sent to Secretary of Commerce 
Sawyer, requesting certain action on their part which might delay or 
soften the impact of the contemplated policies, at least in the opinion 
of the subcommittee. 


The Secretary has replied to the letter in a letter addressed to me 


under date of March 31. The excerpts from this have appeared in the 
public press, but the chairman saw it for the first time this morning 
and will read it into the record so as to complete the record, inasmuch 
as the Secretary’s letter is in response to a letter that was made public 
by the subcommittee. 


My Dear Senator: I acknowledge receipt of your telegram with reference to 
the handling of rubber distribution. We would like to be able to comply with 
any request your committee may make, but for operating reasons, which I am 
sure you will appreciate, it is not possible for us to hold up the allocation of 
rubber for April until your committee hearings are ended some weeks hence. 
We shall, however, give careful attention to suggestions from your committee, 
and would comment as follows upon the one you have made. 

The Department of Commerce and the National Production Authority have 
endeavored untiringly to protect the legitimate and essential interests of small- 
business concerns in the distribution of all of the vital searce materials, includ- 
ing rubber. The rubber order contains a basic exemption for the smallest con- 
sumers of rubber, embracing more than 300 out of approximately 900 concerns 
who use rubber. In addition, within the past month we have made more than 
290 favorable adjustments of permitted rubber consumption, although no adjust- 
ment has been made in favor of any of the so-called Big Four companies. 

The mounting demands of the military program, and the continuing require- 
ment for stockpiling in the interest of national security, do not permit us to 
maintain civilian consumption of rubber at current rates. Nevertheless, we 
will be able to confine the reduction for April to a very small percentage, while 
still reserving a substantial amount of rubber for adjustment purposes as sug- 
gested by your committee, although we do not see how the exact amount sug- 
gested can be attained. We are able to dq this in part because the production 
of pasSenger-car tires will be substantially reduced. Im addition to handling 
hardship cases, including those involving inequities in the base period, we shall 
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immediately make available additional rubber for heavy-duty truck and farm 
tires and for the manufacture of camelback. 

It is clear that the fundamental task confronting us is to make a fair and 
proper distribution of a certain fixed amount of rubber—synthetic and natural, 
This distribution must recognize the over-all needs of the economy, the par- 
ticular problems confronting the small-businessmen, and finally and most im- 
portant, the military demand, both current and stockpiling. 

Of course, the real solution to the problem of rubber shortage is to make more 
rubber available. To this end, the Department of Commerce and NPA have 
been working actively with Rubber Reserve to increase synthetic-rubber pro- 
duction, and I am hopeful that by the middle or latter part of this year con 
siderably more production will become available. 

It may be proper for me to point out that this committee is not the only one 
which has undertaken to investigate this subject of rubber and to advise us 
as to how we should operate the controls placed upon it. At an early date the 
Senate Subcommittee on Preparedness in discussing this matter with General] 
Harrison, former head of the National Production Authority, indicated its firm 
belief that adequate and continuing attention must be given to increasing our 
stockpile of natural rubber. We have endeavored to carry out such a policy, 
which we believe to be essential to the security of the Nation. It would be 
helpful to us if there could be a reconciling of views by congressional committees 
on this subject. I am sure you will agree that the handling of this problem in 
itself presents great difficulties, and wherever congressional committees can 
reconcile their suggestions they will make a definite contribution to the defense 
effort. 

I am sending a copy of this reply to Senator Lyndon Johnson for his infor 
mation. It is my belief that a joint conference between the two committees, 
with participation by members of our staff and officials of the Defense Produc 
tion Administration, would be most helpful to all concerned, including the gen- 
eral public. 

Yours sincerely, 
CHARLES SAWYER, 
Secretary of Commerce. 


At this point, the chairman, of course, would like to say that 
we appreciate the difficulty of the Secretary’s position and it is not 
the intention of this subcommittee to hamper i in any way the progress 
or increase the difficulties of administering a program of this kind. 

It is the hope of the subcommittee that it may make some helpful 
suggestions and it is hoped by this subcommittee that the suggestions 
we make, if they are of value, and workable, will be approved. If 
not, of course we appreciate that we do not have all the answers and are 
merely trying to be helpful in aiding the various and many segments 
of the rubber industry. 

In the same spirit we welcome the implied criticism of the Sec- 
retary’s letter in making suggestions to the legislative division of 
the Government, that we try to see eye to eye. 

I think that is a very good suggestion. It is quite impossible that 
there will be unanimity of agreement here on the Hill on any propo- 
sition. At least, I have been here for a good many years, and I have 
not noted many instances of unanimous opinion and unanimous view- 
point. However, we try, out of our earnest efforts both on the floor 
of the Senate and in these committees, to reach approximate agree- 
ment and certainly agree on the development of facts. 

In addition to the letter just read, the chairman has received another 
letter from Mr. Manly Fleischmann, Administrator of the NPA, and, 
without objection, I will read this into the record. 

This is dated April 2, 1951. 
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Hon. Guy M. GILLerte, 
Chairman, Senate Select Committee on Small Business, 
Subcommittee on Rubber, United States Senate, Washington, D.C. 

My Drar SENATOR: As a supplement to Secretary Sawyer’s response to your 
inquiry concerning the distribution of rubber by the National Production Author- 
ity, I should like to say that I appreciate the interest shown in this matter by 
the Senate Small Business Committee and your Subcommittee on Rubber, and 
1 should like to comment in more detail on the objectives which we have 
endeavored to accomplish in the formulation of the rubber-allocation order 
for April. 

You asked that we not reduce rubber allocations for April. The latest infor- 
mation on the availability of rubber indicates that it will be possible for the 
industry to use for all purposes approximately 101,000 long tons of all types of 
rubber in April. This is approximately 3,000 long tons more than the monthly 
average use in the first quarter of this year. 

As you know, the military uses of rubber are increasing rapidly. After pro- 
viding for military requirements in April we find that 88,000 long tons less than 
the amount available for civilian uses in the average month of the first quarter 
of this year. 

You asked that we provide 10,000 tons of rubber for the relief of companies 
other than the four major companies. Of the approximately 900 rubber com- 
panies operating in the United States, 315 are largely exempt from allocation 
limitations by the exemption provided in Rubber Order M-2 as an aid to small 
business. Further, adjustments were granted in March to 250 companies, includ- 
ing none to any of the four major companies. These adjustments total 9,000 
long tons. 

In view of the growing military requirements, the requirements of the national 
stockpile, the loss of approximately 4,000 tons of synthetic rubber production 
(due to fires and other, operational difficulties) which had been expected to be 
available for distribution in April, and because the total rubber available to the 
industry will exceed by about 3 percent the amount available in the average 
month of the first quarter, we have felt that the distribution pattern contained 
in Order M-2 as amended for April is as Consistent as possible with the require- 
ments of the defense program and all segments of the civilian economy. 

There are other matters pertaining to rubber distribution and use in which 
your committee has shown a considerable interest, and I should like to report 
to you some of the actions which we have taken or propose to take in these 
matters. 

We are restricting the manufacturers of original equipment tires and tubes for 
new passenger cars to the production of not more than four tires and tubes for 
each car produced. This, combined with the reduction in passenger-car pro- 
duction which is expected to result from an 80-percent limitation on the use of 
steel in passenger cars and other consumer durable goods effective April 1, will 
effect a very substantial saving in the use of rubber which otherwise would have 
gone into tires and tubes for new passenger Cars. 

On the opening day of your subcommittee’s hearings on rubber, I testified 
that it was our intention to divert this saving in rubber to the manufacture of 
tires and tubes for trucks, truck trailers, tractors, and farm equipment. This 
is being achieved by two related steps: 

1. The manufacturers of original equipment tires and tubes for passenger cars 
are required to devote the amount of rubber not used for this type of production 
in April, as compared to the amount used for the same purpose in March, to the 
manufacture of tires and tubes for trucks, truck trailers, tractors (8.25 inches 
diameter and larger), or farm equipment. 

2. In producing such heavy-duty tires, manufacturers will be permitted to use 
the increased proportion of natural rubber required for this purpose, in lieu of 
the equivalent amount of synthetic rubber which they otherwise would have used. 

This will have the effect of making a larger proportion of synthetic rubber 
available to the smaller manufacturers. 

The directed production of heavy-duty and agricultural tires and tubes will 
also have the effect of keeping the rubber saved by the reduction in production 
of original equipment passenger-car tires and tubes from being diverted to the 
manufacture of additional replacement tires and tubes and mechanical rubber 
goods, which the smaller companies have told you would be harmful to their 
relative competitive positions in the industry. 

As a further means of assuring tires and tubes for our highly essential com- 
mercial and agricultural vehicles, we are requiring that no producer of these 
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items may reduce in April the proportion of his total rubber consumption which 
he devoted in March to the manufacture of these products. 

We are lifting entirely the former percentage limitation on permitted total 
consumption of natural rubber. As you know, the natural-rubber specification 
controls placed in effect March 15, based on recommendations of the NPA Rubber 
Industry Advisory Committee, reduce the proportion of natural rubber which 
may be used in a given product to the practicable minimum. It is therefore no 
longer necessary to stipulate the relative proportions of natural and synthetic 
rubber which a manufacturer may use, since his consumption of natural rubber 
will be regulated by the specification controls governing the products he manu- 
factures. 

The amended order also provides, however, that if a manufacturer receives 
an allocation of synthetic rubber that is smaller in proportion to his total 
new-rubber consumption than the product specifications require him to use in 
making his usual line of products, he may use the necessary amount of natural 
rubber to make up the difference. 

We are continuing the requirement for increased production of camelback 
by multiple-operation companies, and, because the further production of this 
material is essential tu the conservation of existing tires whose life may be 
greatly prolonged by recapping, we are making administrative arrangements 
to provide for an additional allocation of rubber in April to single-operation 
producers of camelback. 

In connection with the use of DO—97 ratings for the procurement of main 
tenance, repair, and operating (MRO) supplies, we are providing for the acquisi- 
tion of additional rubber by manufacturers who increase their production of 
essential repair and replacement parts. 

I believe the adjustments which have been made for smaller companies during 
March will demonstrate to you conclusively that the NPA and its Rubber Divi 
sion have not been unmindful of the probleras of small businesses or the need 
for help which many of them have experienced. If the administrative procedures 
put into effect March 1 seemed strict, it was because the earlier administration 
of rubber allocation had not produced the required saving in rubber consump- 
tion. The fact that 250 adjustments were granted in March indicates a degree 
of flexibility in those rules which might not have been readily apparent. 

Your committee should be aware that consumption of rubber by the four major 
companies in March was substantially less than their proportionate consumption 
in the base period. 

During its 1 month of operation under the new administrative procedures by 
which NPA and the Rubber Division have attempted to put rubber allocations 
on a uniform basis that would be fair to every company in the industry, a great 
deal has been learned about the problems of small businesses in the rubber 
industry. 

As in the past, where the base year ending June 30, 1950, is particularly 
inequitable to a company, the NPA will entertain an application for adjustment. 

As Secretary Sawyer remarked in his letter to you, the obvious solution to 
most of our rubber problems is the production of more synthetic rubber. I am 
hopeful that increasing production during the year, combined with technological 
developments which are constantly reducing the degree of our reliance on natura! 
rubber, will largely, if not entirely, eliminate problems of material supply in the 
industry. Meanwhile, let me assure you that we appreciate your helpful sug 
gestions and that in the distribution of rubber, as well as all other vital scarce 
materials, we shall do everything we reasonably can to protect the legitimate 
interests of small business, while, at the same time, meeting fully our obliga 
tions to the defense program and to the civilian life of the Nation as a whole 

Sincerely yours, 
MANLY FLEISCHMANN, Administrator. 

We are glad to put this letter of Mr. Fleischmann into the record. 
and we are particularly pleased that the letter in several respects 
indicates that action has been taken in line with some of the sugges- 
tions presented here and the evidence which has been presented here 
by many representatives of small business we have had the oppor- 
tunity of hearing. 

There are two or three statements in the letter which, in the minds 
of the members of the subcommittee—I will not say they are not in 
accordance with the facts, but they do not reflect all of the facts as 
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they have been presented to the subcommittee, in information that is 
now before us and which we hope to develop in the next day or two. 

At this time we have two witnesses we wish to hear right away. 

Mr. John L. Collyer, president of the Goodrich Tire & Rubber Co., 
Akron, Ohio. 

Mr. Collyer. 

Mr. Cottyrr. Senator Gillette, may two of my associates join me 
at the table? Mr. J. Ward Keener, vice president, and Mr. Dean E. 
Carson of his staff. 


STATEMENT OF JOHN L. COLLYER, PRESIDENT, ACCOMPANIED BY 
J. WARD KEENER, VICE PRESIDENT, AND DEAN E. CARSON, DI- 
RECTOR OF BUSINESS RESEARCH, THE B. F. GOODRICH CO. 


Mr. Cornyrer. My name is John F. Collyer, president of the B. F. 
Goodrich Co. My home is Akron, Ohio. 

Senator Gitterre. You are listed here as the Goodrich Tire & Rub- 
ber Co., but it is B. F. Goodrich ¢ 

Mr. Cottyer. That is right. 

Senator Gitterrre. You have a prepared statement, Mr. Collyer ? 

Mr. Cottyrr. Senator, we have a prepared statement dealing with 
what we feel are the four main critical rubber problems, and with 
your permission I should like to read it. 

Senator Gitterre. We will be very glad, Mr. Collyer, to have you 
read your presentation and give any comments you wish in connec- 
tion with it. 

Mr. Cotiyver. Thank you. 

The B. F. Goodrich Co. was the first rubber company west of the 
Atlantic seaboard. It was founded in 1870—just 31 years after the 
discovery of the vulcanization of rubber—by a young surgeon, Dr. 
Benjamin Franklin Goodrich. It was founded to produce a new and 
better product—rubber fire hose to replace the leaky, ineffective leather 
fire hose previously used. 

Today, B. F. Goodrich ranks fourth in rubber consumption among 
rubber-products manufacturers. Our company has 27 manufacturing 
plants in 14 States. It is the largest employer in 9 of the 23 communi- 
ties in which plants are located. Nationally more than 40,000 em- 
ployees are members of the B. F. Goodrich team. Tens of thousands 
of others are directly dependent on B. F. Goodrich through their em- 
ployment with suppliers of products purchased by us, or with dis- 
tributors and users of products manufactured by us. 

It has taken 80 years of time, the faith and confidence of thousands 
of investors and stockholders, and the energy, the ability, the ideas, 
and the loyalty of many tens of thousands of employees to achieve 
this growth from a factory with 10 employees to a company employing 
over 40,000 Americans. 

This growth has come, as did the start, largely from ideas of how 
to produce and how to sell new and better products. 

There is no rubber company in the country, large or small, that daily 
does not produce or use some rubber product, some rubber chemical, 
some material or some method developed by B. F. Goodrich scientists 
and engineers. There are many that would not be in business at all 
except for these inventions and developments. 
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This is one example of the way progress is achieved in the American 
competitive enterprise economy. The stimulus for new ideas, develop- 
ments, and inventions is present. The initiative to produce and sell 
exists. The rewards for success are inviting and the penalties for 
failure are severe. The successful discoveries of one enterpriser, in 
time contribute to the progress of all. That is the strength of business 
competition. That is the basis of the American industrial system, and 
its benefits to the people. That is the reason it is unparalleled any- 
where on earth. 

That is why American industry must retain the greatest degree of 
freedom compatible with the needs of our national mobilization effort. 

Today, mobilization restrictions, most of them necessary and wise, 
have taken away a large degree of industry’s freedom. 

The special circumstances surrounding rubber have resulted in the 
rubber-products manufacturing industry being controlled by Gov- 
ernment perhaps to a greater degree than any other. 

The problems facing our industry now are largely related to the 
role of Government in the field of new rubber supply and use. 

In this field— 

The Government owns the GRS and butyl synthetic rubber plants. 

The Government procures the raw materials and schedules the pro- 
duction of both GRS and butyl synthetic rubbers. 

The Government is the only buyer and importer of crude rubber 
from abroad. 

The Government determines the amounts of GRS, butyl and crude 
rubber that may be consumed each month by each rubber products 
manufacturer. 

The Government schedules shipments of crude and synthetic rubber 
to each user. 

The Government sets the specifications for the use of rubber in each 
class of rubber products, and 

The Government determines the price and method of payment for 
all the rubber that it sells. 

Thus, as things now stand, the Government bears the sole supply 
responsibility in the fields of general purpose synthetics and crude 
rubbers. 

In the discharge of its supply responsibility over the last 214 years, 
Government has ; gone from the one extreme of too little and too late 
to the other extreme of too anxious and too fast. 

In the too little and too late phase, Government failed to heed 
industry’s October 1948 recommendation to stockpile crude rubber 
at a rate that could have achieved a 900,000-ton level, if needed, by 
the time of Korea; a much lower amount was on hand when hostil- 
ities started. 

Government failed to heed industry’s October 1948 recommenda- 
tion that production of GRS not be allowed to fall below 34,000 
tons a month; a production level of only 18,000 tons resulted in 
January 1950. 

Government failed to heed industry’s October 1948 recommenda- 
tion that GRS be stockpiled to a level of 200,000 tons; no stockpile 
was established and working inventories were kept low by 
Government. 

Government failed to heed in time industry’s January 1950 rec- 
ommendation for a rapid step-up in GRS production; it was not 
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until November 1950 that production of even 34,000 tons of GRS 
was achieved. 

Government failed to heed in time the May 1950 recommendations 
of the B. F. Goodrich Co. that, first, one additional synthetic rubber 
plant be reactivated, and, shortly afterward, all stand-by plants; it 
was July 1950 before one stand-by plant was ordered reactivated, 
September 1950 before all plants were so ordered, and many weeks 
later before all operators were selected. 

This accumulation of failures of Government administration came 
toa head shortly after the time of Korea. ‘Then came the too anxious 
and too much phase. This phase, to date, has involved : 

Too much imprudent haste to acquire the crude rubber stock- 
pile that we failed to get in the last few years. 

Too large a stockpile objective, when properly appraised in the 
light of today’s conditions. 

Too slow an increase in actual production of synthetic rubber in 
the reactivated plants. 

Too severe restrictions on rubber manufacturers serving a mobil- 
ization economy going full steam ahead. 

Too much disregard for equity and the legal requirements of the 
Defense Production Act in the allocation of restricted rubber 
supplies. 

Rubber now is in a critical state. Unless certain Government poli- 
cies are changed, a civilian crisis in rubber could shortly result. 

The critical rubber problems are : 

1. The unfair and illegal distribution of rubber allocations among 
rubber products manufacturers. 

2. The low level of total rubber allocations. 

3. The much lower level of civilian rubber allocations, and 

4. The ruinous inflation in crude rubber prices. 

Government rubber policies in these areas must be examined in the 
light of hard facts of today. 

The first critical rubber problem : 

1. Allocation of rubber for civilian products was started by Gov- 
ernment on September 1, 1950, for the purpose of making additional 
supplies available for our strategic crude rubber stockpile. 

In no single month since September 1, 1950, has the B. F. Goodrich 
Co. allocation been equitable and in keeping with the legal require- 
ments of the Defense Production Act. 

Paragraph (C) of section 701 of the Defense Production Act of 
1950 reads, in its essentials, as follows: 

Whenever the President invokes the powers * * * to allocate * * * 
any material * * * he shall do so in such a manner as to make avail- 
able * * * for business and various segments thereof * * * a fair 
Share of the available civilian supply based, so far as practicable, on the 
share received by such business under normal conditions during a representa- 
tive period preceding June 24, 1950, and having due regard for the needs of 
new businesses, 

Here are the facts concerning B. F. Goodrich allocations: 

We consumed by Government order less new rubber than the law 
intended, in September 1950 by 9 percent; in October 1950, by 19 per- 
cent; in November 1950, by 4 percent; in December 1950, by 8 percent ; 
in January 1951, by 18 percent; in February 1951, by 14 percent; 
in March 1951, by 10 percent; in April 1951 (under the most recent 
order) by 11 perdent. 
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In no single year—war or peace—from 1939 to date has our per- 
centage of industry rubber consumption been as low as for the past 
8 months of Government allocation. 

That this result is contrary to all principles of equity, and against 
the expressed intent of Congress, is clear. To give our competitors, 
with no effort and no cost, and by Government decree, a substantia] 
share of our business won over 80 years at great effort and great 
expense, is a miscarriage of justice. 

Our figures, to substantiate these facts, are available for your 
private review, should there be any question in your mind. 

Here, in brief, is the history of the B. F. Goodrich case: 

For the period September through December 1950 national civilian 
rubber consumption was planned to average 90,000 tons a month, 
with a maximum possible legal consumption of 100,800 tons in one 
single month. 

The result was: 111,000 tons consumed in September; over 123,000 
tons consumed in October, an all-time high ; over 99,000 tons consumed 
in November and over 96,000 tons consumed in December. 

Poe B. F. Goodrich appeal to share equitably in this rubber “con- 
trol” bonanza was granted. Another was verbally granted, on its 
merits, then lost in a shuffle of paper for 6 weeks, and then denied in 
writing because, we were told, too much rubber had been given other 
companies on appeal. 

Repeated efforts since then to secure equitable recognition have 
failed to restore the historical rubber consumption position taken 
from us and given to others. 

By these actions of Government controllers, our employees have 
been injured. Most have had substantial cuts in hours and sub- 
stantial loss of pay. One thousand one hundred have lost their jobs, 
and their specialized tire production skills may be permanently lost to 
the mobilization effort. 

If second quarter allocations stand as programed, further loss of 
hours and pay may come, and hundreds more may lose their jobs. 

Communities in which we operate have been injured. We are the 
largest employer in most of the communities in which we operate 
rubber products plants. Lay-offs, short hours, and short pay injure 
them. 

Our customers have been injured. Forty-six thousand distributor 
and dealer outlets—nearly all small-business men—depend upon B. F. 
Goodrich for part or all of their business. When our production is 
cut, their business is cut directly. 

These, then, are the consequences of an allocation program. that 
discriminates. Those benefiting from the discrimination may be en- 
couraged to attempt to benefit still more 

We want no rubber that is not legally ours. We want all the 
rubber that is legally ours. Our employees and their families want 
their pay to be reduced no further. Our employees and their families 
do not want hundreds more to lose their jobs as 1,100 already have. 

Our plant communities feel just as strongly about keeping em- 
ployment and payrolls going as do the plant communities of other 
companies. Our customers, “already injured disproportionately, do 
not want to be injured further. 

We recommend, therefore : 





RUBBER SURVEY 373 


1. An abandonment of the practice of illegally redistributing the 
hard-won civilian business of the rubber industry by the device of 
Government allocation, and 

2. Adherence to the legal basis of fair allocations according to 
historical industry position, as required by section 701 (c) of the 
Defense Production Act. 

The second critical problem: Total new rubber allocations for 
April, May, and June are too low. They are too low because of 
Government’s policy of cutting the tonnage of permitted crude- 
rubber usage considerably more than the increase in Government 
synthetic-rubber production. They are excused on the grounds of 
crude-rubber stockpile accumulation. 

Do the facts justify this action ¢ 

Are world rubber supplies so low as to make this necessary ? 

Is our Nation so uncertain of obtaining its share of world supplies? 

Is our crude-rubber stockpile need so great as to endanger our 
mobilization economy to get it ¢ 

The facts do not justify the action. Here are the reasons why. 

Senator Lone. May I interrupt you at that point? I suppose you 
bring this out in your statement, but we entered World War II without 
any stockpile and without any synthetic plant, and with most of our 
supply cut off by the Japanese Navy. We did succeed in getting 
some. 

Facing the danger of world war III, we have synthetic plants and 
we have a stockpile, as well, and probably have as much used rubber 
or rubber that could be reclaimed as we ever had before, and we 
also have improved our process so we can make better synthetic than 
we could before. 

Mr. Cotiyer. We do deal with that question, but on that point, 
if I may speak at this time, in 1940, 18 months before Pearl Harbor, 
when people in Government and most of industry were apathetic, 
the B. F. Goodrich Co. started work and research in synthetic rubber 
in 1910 and announced we were offering for sale to the American 
people for the first time passenger-car tires in which our company’s 
general purpose rubber, the first and only rubber produced in this 
country up until that time, was used. 

We introduced passenger cars with American rubber replacing 
crude rubber by more than 50 percent to two purposes: One, to try 
to awaken Government and the American people to the importance 
of preparing ourselves for what might be ahead. 

The following week, I am glad to say, as a result of our announce- 
ment, I was invited to meet with the Senate Military Affairs 
Committee. At that time we made our proposals. The first action 
taken by Government was the building up of the stocks of crude 
rubber. 

In June 1940 the stocks of crude rubber in the United States were 
about 150,000 tons. We can be thankful that when all the ships 
were in after Pearl Harbor we had within our country’s borders 
650,000 tons of crude rubber. 

At that time and for months later, however, there were many 
skeptics on the practicability of the production of synthetic rubber. 
We call it American rubber. 
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Important segments of industry were skeptical. B. F. Goodrich 
Co. proceeded with its own private production. Many months went 
hy before the Government authorized plants to produce only 40,000 
tons a year. It was not until after Pearl Harbor that the first large- 
scale plants were authorized. 

From the time that our announcement was made in June 1940 until 
the word “Go” was given, the know-how had been perfected, the 
plants designed, and in 1945, as you know, the last year of the war, 
the plants of our country were producing American rubber at the rate 
of 1,000,000 tons a year. 

Now, may I go on with our figures? 

Senator Guerre. Let me interject at that point, Mr. Collyer. The 
statement you have just made is of great interest to me because during 
that period that you refer to I happened to be chairman of a subcom- 
mittee of the Senate that was investigating this field of synthetic 
rubber production. I recall very vividly the condition that you have 
just referred to in which we had available approximately 650,000 tons 
of rubber. But that represented, if my memory serves me correctly, 
the entire available supply for military and for civilian uses and also 
represented approximately the entire supply for our allies and our- 
selves. 

They were completely dependent, excepting in a very few instances 
where there was a very small amount—Great Britain and France were 
absolutely dependent on this small amount of 650,000 tons that we had 
available at that time, and the slowness, the dilatory attitude with 
reference to that production was a scandal at that time. 

I regret very much seeing any policy pursued that would bring 
us even approximately to the position of that grave danger which 
might face us in the event that our supply of natural rubber was again 
cut off from the principal source of supply. 

You will recall at that same time that the Government was sending 
its emissaries down into the Amazon Valley and were investigating 
certain vegetable plants in Central America. We had these emissaries 
going up the Amazon trying to spot rubber trees here and there 
that might be utilized to alleviate the desperate condition in which 
we found ourselves. 

Your presentation here is especially challenging and I appreciate 
it very much. 

Mr. Cotiyrer. Thank you. 

What you have said, sir, is true, with the exception that our allies 
did have rubber coming to them from India, Ceylon, and then we had 
rubber coming to us right through the war from Liberia, West Africa, 
and, as you indicated, from South America. 

Now, on some of the pertinent statistics, at page 16 of the prepared 
statement: 

The 1951 estimates presented in this section have been made by the 
B. F. Goodrich Co. The crude-rubber supply estimates are based on 
assumptions that no war with Russia will occur and that normal 
rubber shipments will continue to reach our shores. 

(a) World rubber supplies in 1951 should be by far the greatest 
in history, over 400,000 tons over record 1950, 
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[Long tons—000 omitted] 
1951 Change 





} | 
Crude rubbers - . ; | , 853 | 1, 900 + 47 
Synthetic rubbers me , : 535 905 +370 


Is ost etter ernie ; ‘ 2,388 | 2, 805 +417 


Senator Guerre. Mr. Collyer, may I interrupt you? For the 
purpose of the record, all of these statistics are in long tons? 

Mr. Contiyer. Yes, sir. 

Senator Gutterre. Again, for the record, what is a long ton? 

Mr. Cotter. Two thousand two hundred and forty “pounds, I 
believe. 

Senator Lone. Mr. Collyer, where was most of that synthetic 
production ? 

Mr. Cottyer. About 95 percent of it within the United States 
borders. 

(6) World rubber consumption in 1951 should closely match that of 
1950. 

Change 


Crude rubbers , 665 , 365 300 
Synthetic rubbers ; 575 7 +295 


Totals. 2, 240 2, 238 —§ 
i Nearly all from United States 


Senator Lone. Does that indicate that the 1951 production was 
substantially over the consumption for that year / 

Mr. Cottyer. We estimate that it will be; yes, sir. 

(¢) World rubber stocks should increase greatly in 1951, whether 
frantic buying by governments for stockpile purposes continues or 
not. 


Crude rubbers 
Synthetic rubbers 


lotals 


When I stated a few moments ago that the crude-rubber-supply esti- 
mates are based on assumptions that no war with Russia will occur 
and that normal rubber shipments will continue to reach our shores, 
by “normal” we mean at about the rate in which we have been getting 
rubber which is far lower than our traditional share, far lower. 

Senator Gitterre. In your estimates of the amounts bought by 
government for stockpiling purposes, are you including all the gov- 
ernments / 

Mr. Cotiyer. All the world, yes; and I come a little later to the 
United States of America position. 

(d) The United States should get a substantial share of world sup- 
plies in 1951 first, because it produces 95 percent of the world’s syn- 
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thetic rubber, and, second, because without United States of America 
buying, world crude-rubber supplies would not be absorbed. 


[Long tons—000 omitted] 





| | 1951 United} 1951 remain- 


1951 rest of | Balance 
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(e) The United States has new rubber stocks on veil and ofiat to 
our shores, estimated as of April 3, 1951, from public figures, of more 
than 900,000 tons, of which crude rubber is about 840,000 tons. 


In hands of 
Afloat | Total 


Government 
and industry | 





Synthetic rubbers SS - ie ete SS 
Total_- “ 


| 
| 
| 
| 
Crude rubbers eee va noe wire | 725 115 840 
| 813 | 115 928 


Senator Lona. Do I sicliaiinsad you estimate that the crude rubber 
consumption for the United States in 1 year would be estimated to be 
about 440,000 tons and it would be your guess that we have about 
725,000 tons in the hands of Government and. industry ¢ 

Mr. Cotiyer. Yes, sir; and I would like to believe that these ships 
would come in as they did after Pear Harbor, or at least a part of 
them. That is a 1951 estimate, of course. It makes a total of 840,000. 

Senator Lone. Even if you did not include the 115,000, 725,000 
would be almost a 2 years’ ’ supply, would it not ? 

Mr. Cortyer. Yes, sir, and if war were to break out tomorrow. 
we would within a few months go to proportions of at least 86 percent 
American or synthetic rubber, and 13 percent crude. We would 
immediately, of course, impose wartime restrictions on gasoline 

rationing and controlling speeds and sorting out nonessential uses 
and our total consumption on that basis would come down and I think 
I make clear later just about what I think our position would be. 

Senator Lone. If we were in anything like that shape on all the 
other things, our stockpiling would be in very good shape. 

I know of a lot of metals where we do not even approach that. 

Mr. Cotiyer. From what I have heard, that is true, and in a ma- 
terial that is very important to segments of our economy and the world, 
sulfur is becoming in very short supply. 

(f) Our present stocks on hand and afloat will support, with our 
synthetic capacity in full operation, a consumption level of 1,100,000 
tons a year or more for a full 4-year war—without another pound of 
rubber from abroad. 

Senator Gittetre. That is predicated on your statement here that 
our synthetic capacity is in full operation ? 

: Mr. Cortyer. Yes, sir; which it should be in May or June at the 
atest. 
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Our high stockpile objective, although unknown, is rumored in the 
market place to range between 1,200,000 and 1,500,000 long tons. Such 
a fantastic objective, if real, must be quickly examined and revised 
downward. It cannot be justified in the light of today’s conditions. It 
s believed, for example, that 

The objective contains provision for the crude rubber that would 
be consumed by industry during a transition period of from 6 to 12 
months while synthetic rubber pi ints were being reactivated in a war 

emergency, and attaining capacity production. This transition has 
ilready occurred, and the} provision is no longer needed. 

The objective does not recognize suffic iently the technological prog- 
ress of industry in the compounding and use of the superior syn- 
thetic rubbers available since the war. In 1945, the last year of 
World War II, industry consumed 87 percent synthetic rubber and 
nly 13 percent crude rubber; it could do as well or be ‘tter in a future 
var, with wartime restrictions on loads, speeds and driving. Gov- 
ernment and industry tests can confirm this fact. 

The objective does not count in the stockpile total the large tonnage 
f rubber from current consumption now going into mi ilitary prod 
iets that will be used little or not at all except in case of war. ‘The 
rubber content of this stockpile of finished products, available in the 
nost useful form and growing monthly, should be counted with the 
rude stocks on hand and afloat to us. 

We have recommended to NPA, and we recommended it weeks 
that at an early date these tests be reviewed for the benefit of 

ho are responsible for stockpile objectives. 

Senator Gitterre. Mr. Collyer, I do not want to divert you fr 
your reading, but will you please refer back to the question [ asked 
vou at the bottom of page 17, where you state that our present stocks 
would support a consumption level of L,1L00.000 tons a year or more ¢ 

ly question was that that was predicated on your statement that 
our synthetic capacity would be in full operation. You said that 

t was. 

Mr. Cotiyer. Yes, sir. 

Senator Gitterre. On page 18 in the second paragraph you were 
discussing the objective to make provision for erude rubber i h 
would be consumed by industry during the transition period of from 
S to 12 months while synthetic rubber plants were being reactivated 
ind attaining capacity production. 

Now, this transition has already occurred ? 

Mr. Cottyer. Yes, sir; we have gone through that. 

Senator Giuterre. You have predicated your former statement on 
the assumption that synthetic rubber would attain its capacity pro- 
duction. In this paragraph on page 18 you state that it has attained it. 

Mr. Cotiyer. You are entirely right. What the long lag would 
be, it would be not in getting the plants up to ¢ apacity, which we 
will do in the next 2 months anyway, but the long time required to 
recondition the plants after they are taken out of moth balls, as we 
explain it. So that does not affect the figures that we are giving you. 

Senator Gitterre. Then the statement there is that the transition 
has already occurred. 

Mr. Cottyer. The transition of reactivating the plants and getting 
them to full production. They are not to full production. No, sir; 
you are perfectly right. | 
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Senator Lone. They are not in full condition but they have been 
reconditioned. 

Mr. Cottyer. They are reactivated and are running today at close 
to 85 to 90 percent ‘of capacity, and it is a question of another 2 
months. 

Senator Lone. While you are on that subject, I would like to ask 
you about certain testimony we had here. We had testimony as to an 
improvement in the process presently being used, that with that 
coming about there might be an increase of 20 percent in production. 
Do you know anything “about that ? 

Mr. Cotter. We have heard of two developments: One, that of 
the General Tire & Rubber Co., and the other is that of the Goodyear 
Tire & Rubber Co. 

We do not know anything about the General Tire & Rubber Co.’s 
development, though our B. "F. Goodrich Co. in Canada has been told 
that within another week or two they would receive samples in Canada 
for experimental work. 

We received recently test samples of the material developed and 
in small production by the Goodyear Tire & Rubber Co. The labora- 
tory results hold promise, but what works out in the laboratory does 
not always work out in practice, but we are going to devote all of 
our company’s skills and energies to make it work out. Certainly 
there is more than a possibility that that is going to be an extremely 
important development. 

Senator Lone. You do have indication that the Goodyear process 
might achieve the same result that the General Tire Co. speaks of 
having ? 

Mr. Cotter. We know nothing about the General process excepting 
what I have told you, but we do feel that the process of which we 
have had samples shows progress in the laboratory work. 

Senator Lone. If that process works out it would enable you to 
increase synthetic production by about 20 percent ? 

Mr. Cotryer. Yes, that is the estimate that the Goodyear Co. has 
given. 

Senator Lone. Thank you. 

Mr. CoLiyEr Anooaincamng. These facts of supply, demand, and 
stocks all indicate a level of total rubber allocations that is unrealistic 
and unwise—a ast of restricted consumption in the United States 
that cannot be justified when none of our allies is restricting consump- 
tion—in fact they are working 7 days a week—and when some of them 
are continuing to sell rubber to Russia and other iron curtain countries 
and in excess ‘of their traditional share. That is particularly true of 
China. 

We recommend, therefore: 

1. An immediate and realistic appraisal of our national stockpile 
objective ; 

2. A moratorium on stockpile buying until such appraisal is com- 
pleted ; 

3. A downward adjustment of stockpile objectives in the light of 
this appraisal ; 

4. A substantial increase in the total new rubber—which currently 


means crude rubber—permitted for monthly industry consumption; 
and 
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». As a safety factor in case of bombing or breakdown, and as a 
sais aid to our allies in case of war, an increase in our Nation’s 
synthetic rubber capacity of 200,000 tons a year, either in existing 
facilities or by building new plants. 

We made that recommendation 2 or 3 months ago and I believe it is 
being studied by the oar ernment. 

Critical problem 3: Civilian rubber allocations for April, May, and 
June are far too low. 

The new rubber allocation for all purposes contains: 

A provision to cover military orders. 

A provision to cover latex usage, most of which is centered in six 
companies—and I think you know the product used is latex foam 
matresses. 

A provision to cover “Maintenance, repairs, and operating” orders, 
most of which will not be available until May or later because of the 
red tape connected with validating such orders. 

When all subtractions are out, there remains in civilian dry rubber 
the kind needed for tires, tubes, belting, hose, footwear, heels and 
soles, and thousands of other essential civilian products—only 81,400 
tons, or, including “MRO” orders 86,400 tons. Our figures may differ 
just a little from the ones Senator Gillette gave. We got this from 
the newspapers and I believe we would add to this, to compare with 
Senator Gillette’s, the latex. 

Compare this with an average civilian dry rubber consumption of 
over 100,000 tons a month during the last 6 months of 1950. 

Can our mobilization economy live with a reduction of from 15 to 
20 percent in the products made of dry rubber ? 

Is rubber actually saved by restricting its processing by rubber 
products manufacturers / 

Truck tire rubber is saved only when the trucks are not rolling— 
and they are rolling in greater numbers, faster, farther, and with 
heavier loads than ever before. And they are every bit as important 
as the railroads and the boxcars that are being given top-level attention 
right now. 

Farm vehicle tire rubber is saved only when such equipment is not 
in service—and full production on the farm is today of vital im- 
portance. 

Passenger car tire rubber is saved only when the cars are not being 
driven—and there are more cars being driven more miles by more 
people than in our entire history. And as you know, a substantial 
percentage of our passenger cars are used for transportation, getting 
people to and from their jobs. 

Belting hose, molded and extruded rubber is saved only when the 
mines, the mills, and the factories are slowed down or halted—and 
industrial production is at the highest boom-time levels. 

In short: Little or no rubber is saved except as the products made 
of rubber are used less or not at all. 

Apparent savings from restricting the output of rubber products 
manufactured are largely an illusion. They can be made into real 
savings only by restricting their use—by ecckeatd ‘ationing, by speed 
control, by load restrictions, and by denying certain uses—a course 
that does not seem to be called for at this state of our mobilization 
program. 
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Is it wise to restrict civilian rubber products manufacture at this 
time and to this extent? 

Nearly 70 percent of all rubber is tire rubber. 

Trucks, busses, tractors and cars are driven more miles in the spring 
and summer. 

More tire rubber is worn out per thousand miles of travel in the 
warm months—and more blow-outs and heat failures occur. 

The heavy demands thus stimulated have been met in other years 
only by advance production and inventory building in the winter and 
spring months. 

In the past winter and during this spring, tire and tube production 
has been less than even the wintertime demands; inventories of manu- 
facturers, dealers and users who carry stocks have been completely 
exhausted, except for transportation time from factory to wheel; the 
stocks of rubber on wheels are being deleted by inability of users to 
get the replacements needed. 

Our country travels, works and hauls on rubber-tired wheels. Even 
with unlimited rubber supplies, there may not be the production time 
or the production capacity. to prevent tire shortages this summer. 

The question is, “How severe will the tire shortage be?” The an- 
swer lies in the civilian allocation policies of Government. Without 
tire use restrictions, and with allocation programs as now planned, it 
may be severe, particularly in truck and farm tires. 

It can be ameliorated only by immediate and substantial increases 
in rubber allotted for essential civilian product manufacture. In 
varying degrees, shortages of hundreds of other rubber products may 
occur: Belting for mines, mills, and facories; hose for thousands.of 
industrial uses; molded and extruded rubber parts that are essential 
to thousands of civilian products; rubber footwear for next winter’s 
snows; hospital and surgical supplies and others by the score. 

We recommend, therefore: 

1. A recognition by Government of the serious shortages of essen- 
tial civilian products that will result from a continuance of present 
rubber allocation programs; and 

2. An increase in civilian rubber allocations for April, May, and 
June of 10,000 tons over the actual March level, to a total amount of 
100,000 tons, plus rubber required for military products, which means, 
sir, that over the 88,000-ton figure, which you read from in a letter, 
our recommendation is an additional 12,000 tons of dry rubber for the 
months of April, May, and June. 

IV. Inflation in rubber prices has been a direct result of these 
factors: 

A high-level domestic economy requiring large tonnages of rubber 
products; 

Large foreign demands for rubber, both private and Government; 

Periodic waves of scare buying by consumers following Korea; and 

Government rubber policies that have aggravated the rubber-supply 
position. 

As a result, rubber which sold around 18 cents a pound in January 
1950 rose to a level of 90 cents a pound in November 1950, and stands 
now, in spite of exclusive Government buying, around 75 cents a pound, 
or 300 percent more than 15 months ago. 

(A chart inserted in the prepared paper of Mr. Collyer referring to 
the foregoing is as follows:) 


CRUDE RUBBER PRICES, 1920-1950 
{SPOT PRICES OF NO. | RIBBED SMOKED SHEETS, NEW YORK MARKET) 
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Mr. Cotryrer. At these prices the American rubber industry has 
bought only the rubber needed for current production. ‘There has 
been no stocking up by industry and each recent year there has been 
a surplus of rubber supply over actual consumption—a surplus that, 
with tense world conditions, has attracted stockpile and speculation 
buyers the world over. 

Inflated crude-rubber prices have resulted from stockpile buying by 
our Government and other governments. American consumers have 
had to spend tens of millions of extra dollars for rubber products. 
On that point the difference between 25 cents a pound and 75 cents, the 
present market price, on a consumption of about 400,000 tons a year, 
totals $1.5 billion a year to purchasers of tires and other rubber prod 
ucts in the United States. 

Certain stockpile buying has been necessary, but it is our judgment 
now, based on facts as we know them, that the time has come to call « 
halt. Rubber supplies in 1951 are ample. Rubber consumption needs 
in 1951 are well within supply. Our stockpile is far above that at the 
start of World War II. Our synthetic-rubber industry is nearing 
capacity production. Our rubber technology has advanced in ability 
to use successfully more synthetic and less crude rubber. 

Newspaper reports have said, in spite of the encouraging rubber 
outlook, that our Government is considering joining an international 
rubber cartel to allocate supplies and fix prices, or entering into fixed 
price arrangements with foreign rubber producers. 

The B. F. Goodrich Co. has seen rubber sell at $3 a pound in 1912— 
$60,000 a ton—under a Brazilian corner of the market; at $1.25 a 
pound in 1925 under the British Stevenson Plan Cartel: at 27 cents 
a pound—double the price a few months earlier—under the Inter 
national Rubber Regulation Cartel. 

The effect of any such price control arrangement today would be to 
perpetuate inflation in rubber. It would prevent normal market forces 
from taking prices to a sound level in relation to production costs that 
average from 10 cents to 16 cents a pound. It would eventually work 
to the injury of all rubber companies, large and small alike. 

We recommend, therefore: That our Government not enter into any 
Government cartel price arrangements or any fixed-price contracts 
with private producers of rubber. 

Our rubber problems today, then, are problems of Government ce- 
cisions. They can be alleviated to a great extent by decisions based on 
realistic evaluation of facts—or they can be made critically worse by 
following the course of the past many months. 

Real conservation of rubber can oecur only if the use of rubber 
products by consumers is strictly limited, a course which is uncalled 
for now. Without any limits on the use of rubber products and 
with a continuance of present severe production restrictions, we are 
heading straight for an industrial and transportation crisis. The 
crisis can be averted only by increasing substantially the total amount 
of rubber for production of essential civilian products. An April. 
May, June civilian allocation of 100,000 tons a month is deemed the 
minimum safe level. This can be done without endangering our 
military security, since our total rubber stocks and our synthetic 
rubber industry, when properly appraised, will prove to be adequate 
for our reasonable security needs. Our stock position, approximating 
840.000 tons of crude rubber now, including that afloat to our shores 
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‘s more than ample to carry us through a full 4-year war at a rubber 
consumpion level of 1,100,000 tons or more each year. 

A safety factor in supply can be provided through expanding syn- 
thetic rubber capacity by 200,000 tons annually, in existing plants or 
in new facilities. 

An immediate moratorium on stockpile buying, and a later down- 
ward adjustment of stockpile objectives, based on conditions exist- 
ing now, will accomplish the double purpose of making essential rub- 
ber available to avert a rubber crisis in the essential civilian economy, 
and, of causing crude rubber prices to decline to levels more in keeping 
with costs of production. Under no ecirewnstances should inflation 
be legalized through Government cartels and fixed-price arrange- 
ments, 

In summary, then the solution of our rubber problem is not one of 
effecting a discriminatory and illegal redistribution of a starvation 

ivilian rubber diet. Government must not approve such unfair and 
inadequate means of meeting demands. 

Rather, our critical rubber problems can be solved only by in- 
creasing substantially the total quantity of rubber for essential civilian 
product output. As long as our mobilization economy goes full steam 
ahead—as long as actual users of rubber products have no limits 
placed on their use—there is no other answer. 

Senator Gititerre. Counsel. 

Mr. Suaver. On page 4, I am glad to see you set out section 701 of 
the Defense Production Act, which reads— 

Insofar as possible, the allocation should be made under normal conditions, a 
representative period. 

Now, I would like for you to turn to page 11 of your prepared state- 
ment. I will not go into any of the figures, but just dwell upon your 
figures, 

In February, you were reduced to 14 percent. Is that correct ? 

Mr. Cotuyer. Yes, sir. 

Mr. Suaver. I am speaking only of civilian. 

Mr. Cottyer. That is right. 

Mr. Suaver. On page 4, I am glad to see you set out section 701 of 
Mr, Fleischmann, you were reduced by 10 percent, as your figures 
indicate. 

In other words, Mr. Collyer, your reduction was 4 percent less for 
March than for February, according to your figures. 

I want to adjust that, Mr. Collyer, on the basis of the allocation 
program of the NPA, to indicate to you the position of some of the 
smaller companies between February and March. The McCreary Tire 
& Rubber Co., if you please, was reduced 51 percent between February 
and March. They were reduced, Mr. Collyer. You actually gained 
t percent, 

The Durkee-Atwood Co. was reduced, between those 2 months, 
03.8 percent. 

Now, Mr. Collyer, I would like to get your ideas as to what type of 
an allocation program which would permit such a drastic and severe 
reduction could be classed as fair, and under section 701 (c) as you 
have set forth that paragraph. 

Mr. Cotiyer. You have taken one individual month. 
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Mr. Suaver. Excuse me for interrupting, but I will give you « 
full chance to answer. It is that month during which this February 
19 letter hit all the industry. 

Now, go ahead and answer. 

Mr. Cottyrr. Well, I come back to the base period and I take our 
October amount of 19 percent and I think, sir, to get the answer to 
what I believe you are reaching for, that you have ‘to go back to the 
base period for each individual segment ‘of the industry and then 
to take individual companies, and if I may say so, I think it is im- 
portant that as we have suggested at the bottom of the page, that we 
and other companies give to Senator Gillette the actual figures so that 
he may judge the full eriod. 

Mr. Suaver. Mr. Collyer, I was not going into your position on the 
figures. What I was inquiring into was this allocation program or 
any allocation program which would permit such a disparity in the 
figures. 

Mr. Cottyer. Sir, I do not look at it that way at all. As we said in 
our statement, we do not want 1 pound of rubber that is not rightfully 
ours. We want every pound of rubber that is rightfully ours. We 
were kicked around on appeals; we have been patient ; we have been 
trying to do our job in the public interest and the interests of all com- 
panies, and in the interests of small business, our dealers and dis- 
tributors. 

I can bring you catalogs, case after case, where companies that sup- 
posedly have been in short supply of rubber have taken rubber to our 
dealers, giving them more tires in a day than they are getting from us 
in a month. They are shipping overseas and taking our dealers away 
from us; taking important distributors away from us. 

Mr. Suaver. I agree with you, Mr. Collyer, but the point IT am 
trying to develop is ‘this: Do you not feel that in addition to the B. F. 
Goodrich Tire & Rubber Co., all of the small rubber companies should 
be given, insofar as practicable, their share also? 

Mr. Cotryer. I feel that 100 percent and more. I believe that the 
question you are asking me should be answered by the appropriate 
executives of NPA. I do not know what you class as a small business, 
but if you were to take every rubber manufacturing company in the 
country employing 100 to 200 people, up to that point, that you could 
give them all the r ‘ubber they could consume and it would not affect our 
rubber job. 

We are not talking about small companies. We are taking our 
position against all of our competitors. 

Mr. Suaver. I appreciate that. Mr. Collyer, and that was the pur- 
pose of my question, that not only your company, but all of them— 
and we have particular reference to the small rubber companies- 
that they too should get their fair share. 

Mr. Cottyer. But wherever we show a minus here, important com- 
panies or groups of companies must show plus because the plus must 
balance the minus. 

Mr. Suaver. The minus, Mr. Collyer, as these hearings have de- 
veloped, has been even higher in the smaller rubber companies between 
February and March. I just pointed to two of those examples: 51 and 
O35 percent. 
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Mr. Cottyer. Sir, and when you ask the question of NPA, I think 
it is important that you ask for those same ¢ ompanies, how much they 
were above their base period in February. 

Mr. Suaver. We have been endeavoring to get this information, 
Mr. Collyer, and we are going to seek it still further. 

Senator Gitterre. Mr. Collyer, the subcommittee is very grateful to 
you for this very enlightening, very clear and explicit statement. It 
will be helpful to us in our evaluating of the testimony that we are 
taking here, day after day. 

There are two statements that were especially interesting to me and 
in my individual opinion they sum up the great difficulties with which 
we are faced. One was at page 6 where you state in summation that as 
things now stand the Government bears the sole supply responsibility 
in the fields of general purpose synthetic and crude rubber. 

From the list of governmental activities in this industry that you 
have outlined and upon which you have prefaced that remark, or that 
conclusion, I think it is wholly justified. It is in that field, of Govern- 
ment control of the purchase of crude rubber and the manufacturing 
of synthetic rubber and the development of methods, as well as your 
further allusion to the fact that you are violently opposed, as I am 
violently opposed, to the Government entering into any Government 

cartel price arrangement and price-fixing arrangement. It is in that 
field that extreme care must be taken in developing the facts that we 
will bring in before this subcommittee. 

[ am personally convinced that it is a question more of supply than 
it is distribution, or maldistribution is of great importance to us. 
We want everybody to receive their fair share. 

That would be removed almost entirely if the question of supply 
had received the proper attention and the proper development both in 
the past and at the present time. 

I just want to ask you one question. Did your company operate 
one of the Government synthetic plants, one or more of them ¢ 

Mr. Coiiyer. First I might say that the plants were built with the 
b. F. Goodrich Co. having the main know-how as the main constructor 
of plants. We built plants for other companies, particularly small 
companies. 

Our very first recommendation to the Senate Military Aftairs Com- 
mittee in 1940, we recommended that other companies be brought into 

us field, 

 Wewere the largest operator during World War II. Until recently 
we were operating one-half of the Port Natches plant. We accepted 
the invitation to start up and operate the plant at Institute, W. Va., 
and the Denman Rubber Co. is our partner in that operation. 

Senator Gitterre. The representative of that rubber company tes- 
tified here. 

Why was his company brought into this operating arrangement 
with the Goodrich Co? 

Mr. Cotiyer. Well, frankly, I do not know why a lot of things that 
were done were done in the last reshuflling. 

For example, one company had been operating the Borger, Tex., 
plant. and they were moved out to another plant and the Phillips 
Petroleum Co. was brought in there. Then there was great delay in 
selection of operators. We were asked to get in touch with some small 
company and have him come in as our partner. 
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Senator Gitterre. You were asked by whom? 

Mr. Cottyer. By the RFC. 

Senator Guerre. The RFC approached you with the view towar| 
operating this Institute plant in West Virginia ? 

Mr. Cotuyrr. That is right. 

Senator Guerre. They suggested in the course of that approac|; 
that you associate with you some small company ? 

Mr. Couzyer. Yes, sir; that is my recollection of exactly what 
happened ; but prior to that was recommended that a group of smal! 
companies be formed to reactivate the Louisville plant, and after a 
lot of deliberation and discussion that was done. 

We recommended also, sir, that it might be advisable to set up an 
other unit where the small companies could join together and actually 
get all the know-how, and we said we would be glad to start up a plant 
and help them get started. 

On the choice of the Denman Rubber Co., by the time that we were 
asked to invite someone in, we went over the lists of all the small com- 
panies that already had assignments and then talked to the RFC about 
two or three. It seems that our people had known Denman and asked 
if they would be acceptable, and they said “Yes,” they would be very 
pleased to have the Denman Co. take that assignment. 

Senator Giiierre. I wanted to get clear in my mind, Mr. Collyer, 
where the genesis of this type of proposal was. 

You have just stated that the RFC suggested to you, with reference 
to the Institute plant, that you associate some small company with you. 

Then you stated also that prior to that, the Goodrich Co. had sug- 
gested that a company be set up, or a group set up of smaller com 
panies to operate certain other plants. 

Now in that case, the suggestion came from you people ? 

Mr. Cotryer. I think it came from us as a means—I believe word 
had come to us from the RFC and I think the intimation was that 
word had come to them from some other department of Government 
that small companies should be brought into the operation of the 
svnthetic-rubber plants to a greater extent, and our suggestion that 
small companies group together worked successfully in World War II 
and we then suggested that as a means for bringing in the greatest 
number of small companies. 

Senator Gitterre. To what end? To what purpose? 

Mr. Cotryer. Well, the purpose that was stated to us 

Senator Giuterre. No: you initiated it. You made the first sug 
gestion. Why? 

Mr. Cotter. If I said that we made it, I want to say that T do not 
think that we did. We suggested it as a means of achieving what the 
Government said that they wanted to do. 

Senator GrLerre. Perhaps T am very slow mentally but TI do not 
vet see what the purpose is. 

As IT understand it, and as the evidence has shown here, these plants 
operated under lease arrangement or contract arrangement, rather, 
with the RFC. 

The only compensation of the operating companies is a fee based 
on production. 

Mr. Cotiyver. Management fee we call it. 

Senator Giuietre. They received no advantage in priority on the 
production, over any other concern ? 
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Mr. Cotiyer. That is true. 

Senator Gitierre. They take their turn along with everybody else, 
so there is no advantage in that. They had access to no additional ma- 
terial. They have nothing to say about the distribution of the pro- 
duction. 

The only element of return to them, insofar as evidence has shown 
here, is a fee which they have testified is not a profitable fee for opera- 
tion, but that is the only compensation they receive and I confess I am 
unable to understand what the purpose is of taking a company like 
yourselves, in operating Institute, a company with the ability and 
financial resources, and research facilities, and associating a small 
company out in Indiana with you when you make your contract. You 
vo and get some small company that employs 100 men or 150 people. 
I cannot see why and nobody as yet has told me why. 

Mr. Cottyer. Perhaps the Government authorities can, but there 
is one possible compensation and that is that the partner, and espe- 
cially where a group of small companies finally operate a plant, that 
they do learn how to operate that plant and when the day comes, and 
we hope that we will soon be out of this war emergency, that the Gov- 
ernment sells or leases these plants to private industry, then the group 
of small companies would know how to operate a plant and if they 
became a lessor, or a purchaser, that is a possible compensation. 

Senator Gitterre. You will pardon me if I say that is not quite 
convincing. 

Mr. Cotiyer. I wanted to mention that one thing. 

Senator Gitterre. I thank you very much and again I express our 
appreciation for the very valuable contribution that you have made. 

Mr. Cottyer. Thank you, Senator Gillette, and Mr. Shaver. 

May I say, sir, in closing, that I am mindful of the very great 
responsibility that my associates and I are taking in challenging the 
stockpile objectives. It was our company in 1940 that was pointing 
out to Government that we should do much more. In one of our 
studies such as this, at that time, we suggested that the rubber lands 
would be lost. 

We do not have access to milits iry information in our company. We 
do not know the Government’s plans. We are supposed not to know 
the stockpile, but we think that we do. However, I hope that our 
challenging the objective will not be misunderstood and | hope, and 
in fact I know that you and Mr. Shaver understand that the greatest 
strength that we have is a sound domestic economy, and nothing could 
be worse at this stage of our mobilization effort than to have serious 
disruptions in our transportation system and in the operation of our 
industrial plants. 

Senator Gritetre. We are in full agreement with you because, as 
important as the military effort is, a ‘sound civilian ec onomy is the 
primary need. You cannot support any military enterprise with an 
unsound civilian economy. 

And may I add that you need not apologize for challenging any 
decision of the executive department or the legislative department or 
any other department of Government. The Government belongs to 
you. It belongs to every other American citizen. Any time that we 
are reluctant to exercise our authority in controlling our agents, which 
is the United States Government, democracy is not working right. 
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Mr. Cotiyer. Sir, if I may take one more minute. I have bee) 
criticized, I believe, in Government, for mentioning publicly, as I ain 
today, our estimate of the stockpile in the country. 

I was told by an executive of a rubber company about a talk that 
he had with the head of one of the unions who led a delegation to 
Washington to learn about the rubber situation. I understand the 
union leader quoted me and said, “Mr. Collyer has said that the stock 
pile was so much,” and he was told by someone in Government that 
Mr. Collyer did not know anything about the stockpile, and the union 
leader, I was told, said, “Well, we think that he does,” and then the 
man in Government, it was reported to me, said, “Well, if he does, 
he ought to be thrown in jail.” 

I mentioned in this report that the figures that we have used to esti- 
mate the stockpile are public figures. We went back to a past period 
when the Government disclosed | publicly the stockpile and at that time 
it was at a very low level. It was then published today with the im- 
ports of crude rubber into the United States the consumption of crude 
rubber in the United States, and the reexports of crude rubber. If 
those figures are accurate, it is a question of arithmetic to estimate 
the stockpile. The Russians know aoe it is. 

Senator Gituerre. Weare very grateful to you. 


Mr. Newton D. Baker ITI, Harris Products, Inc., Cleveland, Ohio. 


STATEMENT OF NEWTON D. BAKER III, HARRIS PRODUCTS, INC., 
CLEVELAND, OHIO 


Mr. Baker. Iam Newton Baker IT], sir. 

Senator Gitterre. Do you have a prepared statement, sir? 

Mr. Baker. I have no prepared statement. I have in my mind 
what I would like to tell you but I have not prepared it in writing 
for you. 

Senator Giu.terrr, Your name is Newton D. Baker IIT? 

Mr. Baker. That is right, sir. 

Senator Guterre. You live in Cleveland, Ohio? 

Mr. Baker. That is right, sir. 

Senator Giuterre. What is your company and what is your official 
position with it? 

Mr. Baker. I am president of the Harris Products, Inc., of 
Cleveland, 

Senator Gitterre. What is the Harris Products Co.? 

Mr. Baker. The Harris Products Co. is a company which manu- 
factures rubber bearings, largely used in the shackles of automobiles. 

Senator Ginterre. Very well, you may proceed in your own way to 
present whatever you wish to present to us. 

Mr. Baker. Thank you, sir, 

I will make this brief. My company being a small one, I am not 
ina position to comment on the use of the stockpile or the size it ought 
to be, or matters of that kind. Tam also not critical of the representa- 
tives of Government with whom T have dealt in regard to rubber. 
They have been friendly and understanding. My one crowning criti- 
cism is the continuing policy under which no company big or small 
may operate. 
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Our company is a very small company which was purchased 3 
years ago by the C leveland Graphite Bronze Co., a manufacturer of 
bearings. 

The latter company felt that through adding management, know- 
how, and money they could build the Harris Products Co. into a really 
good, going concern, 

I was transferred at that time from the Cleveland Graphite Bronze 
(o. to the Harris Products Co. 1 immediately started to put the 
company in better quarters and to give the labor better working con- 
ditions. In doing that, we also increased our overhead a considerable 
amount. We decided that we could not live at its volume the way it 
was when the company was purchased, and so we ordered equipment 
to bring that volume to a place where it could support reasonable 
conditions for its employees. 

When the M-2 order first became a controlling factor, I came to 
Washington and told the then representatives of the Rubber Division, 
that we had ordered equipment to double our production and that I 
did not want to let that equipment come in unless there was some 
assurance of our being able to operate it. I was told at that time thai 
they wanted us to operate it, and would make available the material 
for operating it. 

To give you some idea of the size of this operation, in its doubled 
capacity, the amount of natural rubber needed per month is 140,000 
pounds. This is a very small segment of the problem with which you 
are dealing. That capacity is now in. We are unable to operate it 
fully and are losing money monthly because of the expanded over- 
head and the expanded facilities. 

I am not critical of the present rubber people. I have dealt with 
them on a fine basis, but I am extremely critical of any Government 
policy where there is no more maintenance of a standard than there 
is in this case. 

I heard some figures awhile ago on what had happened to some 
companies. Let me just briefly show you what has happened to ours. 
At one time we were allocated 140,000 pounds of natural rubber per 
month. ‘That was in December of 1950. Our annual base was cor- 
rected toa low during the months that followed that, of 42,000 pounds. 
I do not mean an annual basis but a monthly basis, of 42,000 pounds. 
That, through subsequent appeals, has been raised again to a monthly 
base now of 100,000. However, all in all, there have been eight or 
nine appeals since September, until now, and we have never known 
from one month to the next how we could operate. 

The worst expe ‘rience we had was at the time of the changing of 
administration in the rubber branch. Again I am not critical. I 
think the men are public servants trying to do their jobs but the 
rules had been changed on them. 

At that time we were the only people in our type of business who 
were trying to use synthetics in our product, and being at least dis- 
couraged by our customers. In the first few months when the larger 
rubber companies were not even trying in our type of product, we 
ran into difficulty. Our laboratory tests had been beautiful but in pro- 
duction we got into trouble. In the latter half of March we asked 
whether we might use all natural rubber for the month of February 
in order to get out of our current difficulties, and promised that we 
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would continue to try to make the conversion to part syntheti: 
products, 

We got the answer to that appeal at the end of March. 

Senator Gitterre. For February use? 

Mr. Baxer. Yes, for February use. That was, of course, during 
the chaotic period when changes were being made there. 

I feel certain that the military and the other branches of Govern 
ment would have very much better facilities for knowing what the 
use of rubber should be in this country. 

I make no particular plea for the Harris Products Co. to be treated 
in any specific manner but unless we know to a much closer degree 
than we have known in the past what our allocated amounts are 
likely to be, within a reasonable percentage, it is wholly impossible 
to operate a small company. 

I think that is all I have to say, sir. 

Senator Giutterre. Senator Long. 

Senator Long. I have no questions. 

Senator Giuterre. Counsel. 

Mr. Suaver. I have no questions, Mr. Chairman. 

Senator Gitterre. Your complaint then is more with regard to the 
lack of stability and a lack of definite information as to what you 
‘an anticipate. 

Mr. Baker. That is right. 

Senator Gitterre. If you could have some definite assurance with 
some degree of reasonableness so you could plan your operation, you 
would feel much better than you do presently. 

Mr. Baker. Senator Gillette, my company at the moment is losing 
about $20,000 a month. We are able to do that, but no executive allows 
the company to continue to do that. 

The reason I am allowing it to go on at the moment is because we 
know of military business which is coming in, as the military business 
expands, and I do not want to be caught without the engineering staff 
and the workers to fulfill those military contracts. 

Senator Grtterre. You are anticipating a Government contract, a 
military contract ? 

Mr. Baker. Many of them. Many of them. 

Senator Giuterrr. To keep your concern going? 

Mr. Baker. To keep our concern going. 

Senator Gitterrr. And in anticipation of that you are willing to 
keep going and hold your staff and hold your men together ? 

Mr. Baker. I do not know, either, whether next month we will have 
enough rubber with which to operate. At the moment it would appear 
that we would. However if we have more up levels as we have had in 
the past where we wipe out all of the bases that have been established 
in the past and start new ones, that would leave us in a terrible place. 

Senator Lone. Is yours a new business? 

Mr. Baker. No, it is not a new business. 

Senator Lone. How long have you been in operation ? 

Mr. Baxer. Ten years. 

Senator Lone. How does the base affect you, the present base ? 

Mr. Baker. Very badly. 

Senator Lona. In other words, the last year was a bad year on the 
supply of rubber you had? 


es 
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Mr. Baker. No, I think our case is probably not a good one and my 
answer to you is probably not a good one. It is a good one. It is an 
old company which was run on a shoestring, that is being rejuvenated 
through ownership by a considerably larger company, so that the 
base for the shoestring operation—which is the base to which we are 
held—is not a criterion of the enlarged company. 

Senator Lone. In other words, yours is an old company that has 
previously done more business than they were doing during the base 
that was established ; is that the idea ! 

Mr. Baker. No, that is not the idea: The company before it was 
purchased by Cleveland Graphite ran along at about the same volume 
all the time for the 10 years of its existence or thereabouts. 

When we at Graphite purchased it and put new blood and money 
in it, we doubled it in 1 year. 

Now the base period comes in the year before we bought it. 

Senator Gitterte. Is that all? 

Senator Lone. I have no further questions. 

Senator GitLerte. It is going to be necessary for the subcommittee 
to hold an executive session to determine the progress and anticipated 
progress in the direction of our inquiry so we will have an executive 
session immediately after we rise for adjournment of this public 
hearing. 

There are a number of other witnesses we had hoped to hear this 
morning but we are not going to be able to reach them and because of 
the business of the Senate it is necessary for the members to be on the 
floor this afternoon. There will be no meeting this afternoon. 

The public hearing is over. The subcommittee will reassemble at 
0:30 tomorrow morning in a public hearing. 

If the members of the committee will stay, we will conduct an 
executive meeting immediately after the room is cleared. 

(Whereupon, at 11:35 a. m., the subcommittee proceeded in execu- 
tive session. ) 
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WEDNESDAY, APRIL 4, 1951 


Untrep States SENATE, 
SUBCOMMITTEE ON RUBBER OF THE 
SeLecr CoMMITTEE ON SMALL BUSINESS, 
Washington, D. C. 


The subcommittee met, pursuant to recess, at 9:45 a. m., room 457, 
Senate Office Building, Washington, D. C., Hon. Guy M. Gillette 
(chairman of the subcommittee) presiding. 

Present: Senators Gillette and Long. 

Also present: Mr. Shaver. 

Senator Gitterre. The subcommittee will come to order. The sub- 
committee meets this morning pursuant to the recess taken yesterday. 

Before we proceed with the calling of witnesses, the Chairman wants 
to read into the record a wire received today from the vice president 
in charge of the Washington office, National Federation of Inde pendent 
Business. 

WASHINGTON, D. C., April 3, 1951 
Hon. Guy M. GILLETTE, 
Nenate Office Building: 

The Senate Small Business Committee on February 28, 1942, then on the eve 
of public hearings after an exploration by the committee of the problems in the 
rubber-tire industry, by resolution came to this conclusion, “To promulgate such 
orders as necessary for the distribution and purchase of tires, tubes, and came! 
hack for retreading purposes and the machinery and equipment for rebuilding 
such tires exclusively through the independent retailers whose principal income 
has been heretofore derived from the sales and services herein enumerated.” 
Such action was concurred in by Senators Murray, Maloney, Ellender, Mead, 
Stewart, Capper, and Taft. Tire manufacturers owning and operating retail 
stores, Who are in direct competition with their own and other independent 
retailers would suffer no great financial loss as these tire manufacturers are 
enjoying substantial business from the Government. In fact they have gigantic 
contracts so no real loss would be sustained for the duration of the emergency. 
On the other hand, independent retailers in the tire sales and servicing industry 
are facing a serious situation due to the ever increasing short supply of mate- 
rials. We urge your committee to take a stand similar to that taken in 1942 
by the Senate Small Business Committee in the way of a recommendation. 


The wire is signed by George J. Burger, vice president in cha 
Washington office, National F ederation of Inde pendent Business, 
Bond Building. 


The first witness we have on the list this morning is Mr. Robert 
Wilson. 
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STATEMENT OF P. W. LITCHFIELD, CHAIRMAN OF THE BOARD, 
PRESENTED BY ROBERT S. WILSON, VICE PRESIDENT, IN BEHALF 
OF THE GOODYEAR TIRE & RUBBER CO., ARKON, OHIO 


Senator Gitterre. I presume you have a prepared statement, M). 
Wilson. 

Mr. Wixson. Yes, sir; I have. 

Senator Gitterre. So I do not need to'ask you preliminary ques 
tions about your residence. 

You perhaps want to read your statement. 

Mr. Witson. Yes, sir. 

Senator Gittetre. Very well, proceed. 

Mr. Wuson. This statement is presented by the Goodyear Tire & 
Rubber Co. over the signature of Mr. P. W. Litchfield, chief executive 
officer and chairman of the board of directors. 

I am appearing in his stead as he unfortunately is unable to be her 
today. 

Mr. Litchfield has spent practically his entire life since leaving 
college in the rubber industry and has been a Goodyear executive for 
more than 50 years. 

The Goodyear Tire & Rubber Co. is a corporation organized under 
the laws of Ohio. It and its subsidiaries own and “operate some 
twenty-odd manufacturing plants in the United States located va- 
riously in Alabama, Arizona, California, Georgia, Indiana, poner 
Maryland, Massachusetts, Michigan, Nebraska, New York, Ohio, and 
Vermont. Sales branch offices and warehouses, directly operated by 
the company, are established in more than 50 cities across the Nation. 
There are other manufacturing plants in several foreign countries. 

Among Goodyear products are tires and tubes of various kinds. 
such as passenger tires, truck tires, farm-implement tires, industrial 
tires, airplane tires, and bicycle tires, as well as camelback for use in 
tire recapping. 

Other products include soles and heels for shoes, mechanical rub 
ber goods such as hose, belting, et cetera, flooring, pliofilm, resins. 
vinyl, airfoam, fuel cells and wheels and brakes for airplanes, dirigible 
airships, component parts of airplanes, and many types of aeronauti- 
cal equipment. 

Goodyear products are sold in practically every country of the 
world outside the iron curtain. 

Goodyear makes and furnishes to many other manufacturers parts 
to be incorporated in their end products. These include the manu- 
facturers of automobiles and trucks, shoes, farm implements, air- 
planes, refrigerators, paints, machinery, et cetera. 

In the United States Goodyear’s tire distr ibution is lar gely through 
independent tire dealers. 

Your chairman has requested comment on two major points: 

1. Rubber allocations to industry, and 

2. The operations of Government-owned synthetic plants as these 
two points relate to our own company. 

Additional points of interest have been raised during the proceed 
ings of the subcommittee to date. 

This prepared statement will undertake to discuss these various 
matters in order. At the conclusion of its reading, Mr. R. S. Wilson. 


tl 
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vice president of the company, will respond to questions the committee 
may have in mind. 


GENERAL OBSERVATIONS 


Unquestionably there were grave mistakes made in the handling 
of our national rubber problems in the months preceding the out- 
break in Korea. Notable among them was our failure to build up 
an adequate national stockpile of natural rubber and our failure to 
maintain a higher level of output from our synthetic plants. 

But recognition of these mistakes in the past in nowise mitigates 
the starkness of the facts of the present. ‘These we must face. 

Rubber is the very foundation of our economic and military mo- 
bility and mobility is the keystone of our economic and military 
ower. 

The supply is limited by fixed factors—the productivity of rubber- 
bearing trees and the capacity of our synthetic-producing facilities. 
It is additionally affected by the state of internal affairs in the rubber- 
crowing areas and by the security of the ocean lanes connecting our 
country with those areas. 

The primary and overshadowing objective of Government controls 
of rubber must be the protection of our national interests. 

Congress has given recognition to this premise in the Defense Pro- 
duction Act of 1950 and has taken a realistic view of various and com- 
plicated factors involved in the establishment of a rubber program 
which will attain the primary objective. 

Section 701 (c) of the act provides that rubber shall be allocated 
on the basis of its use in a preemergency period. It sets forth in 
clear language that the disruption of economic ratios among the va- 
rious segments of an industry depending upon critical materials is 
to be avoided. It hews to the line of national defense and, by clear 
mplieation, warns against any reshuffling of income levels among the 
affected employees and dealers of such an industry. 

[ contend that considerations which tend to divert from this primary 
purpose are to be avoided and that the machinery of controls should 
be as simple and direct as possible. 

Goodyear stands ready to give full cooperation in the rubber de- 
fense program as it has been conceived by Congress. 


ALLOCATION 


Was allocation necessary in the rubber industry ? 

Yes, for these reasons: (a) The strategic stockpile of natural rub- 
ber had not been built as rapidly as it should have been pre-Korea. 
b) Preduction of synthetic rubber had been allowed to drop to a 
low point and it would take time to reactivate the plants that had 
—_ put in moth balls. There was not enough rubber to take care 

full civilian requirements and at the same time, build a stock- 

ie as rapidly as the military demanded. 

lor the year 1951, the figures are curently as follows: 

Rubber ayailable for civilian production—natural, 308,000 tons. 
Rubber available for civilian production—synthetic, 670,000 tons. 
otal, 978,000 tons. Civilian rubber requirements exclusive of latex, 
36,000 tons. Deficit in civilian rubber, 58,000 tons. 
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How long will allocation be necessary ‘ 

Aloe ations “probably will be necessary only until the strategi 
stockpile has been built or is close enough to completion to warrant 
al Maret rate of accretion. The following figures give some indica 
tion of how long it might be before the stoc kpile i is sufficiently large 
to warrant the discontinuance of allocations. These are Goodyear 
estimates but I think they are reasonably well accepted throughout 
the industry : 

Natural rubber imports to the United States in 1951 are estimated 
at 900,000 tons. Synthetic-rubber production in 1951 is estimated at 
850,000 tons. Total receipts and production in 1951 are 1,750,000 
tons. Estimated use, military and civilian in 1951, 1,800,000 tons. 
Available for stockpile accretion in 1951, 450,000 tons. 

I have no way of knowing what the stockpile objectives are, but 
assuming that we did have some substantial quantity in the stock- 
pile on Ji anuary 1, 1951, and if vou add some + 50,000 tons, you can 
see that the total objective must be being approached by the end of 
Lol, 

Why is any method of allocation unpopular ¢ 

‘Ane method of allocation is bound to be unpopular because it al- 
locates to each company within the industry less rubber than each 
company "s customers require. 

The inability of each rubber manufacturer to take care of his own 
customers causes hose customers to go to other rubber manufacturers 
for the short fall. Thus, each rubber manufacturer's difficulties 
with his own customers are aggravated by the pleadings of potential 
new customers. 

Chart No. 1 shows very clearly the impact on the rubber industry. 
With the total physical output of industry going up and rubber pro- 
duction going down, since rubber is an integral part of economy, 
the effect of the short: age caused by these two ever-widening lines, is 
obvious. 

(The chart referred to is on p. 397.) 

Senator Gituerre. I am interested in the imports of natural rubber 
in 1951 estimated at 900,000 tons. On the preceding page you say for 
the year 1951 the figures are currently as follows: Natural rubber, 
390,000 tons. 

According to that your estimate is that there will be imported in 
1951, 600,000 tons more than you estimate will be available for 
civilian production. 

Mr. Witson. No. In the table on page 2. I refer to rubber available 
for civilian production, exclusive of military. 

The availability for civilian production is 308,000 tons and you 
must add to that a military total of 67,000 tons, so that the grand total 
allocation of rubber to industry is 308,000 civilian, 67,000 military, 
or a total of 375,000 tons. 

Senator Gititetre. Then it is your estimate that the balance will 
vo to the stockpile ? 

Mr. Witson. That is right. 

Senator Giterre. Which would be approximately 550,000 tons / 

(No response. ) 

Senator Gittetre. With your estimate of 900,000 tons of rubber 
imports and that there will be 308,000 available for civilian production, 
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and 67,000 tons available for the military, that is 375,000 tons that is 
available for military and civilian production according to your 
estimate ? 

Mr. Witson. Yes. 

Senator Gitverre. Deducting that from 900,000 tons imports would 
leave 525,000 tons to go into the stockpile ¢. 

Mr. Winson. Yes; that is right. 

The figure then on page 8, of 450,000 tons is a very conservative 
figure, so it is somewhere bet ween 450,000 tons, and 525,000 tons. 

Senator Gitterre. Then, according to your estimate, there is avail- 
able for stockpile attrition in 1951, 525,000 tons of natural rubber and 
in addition an estimated increase of about 120,000 tons in synthetic, 
which would make substantially 650,000 tons available for stoeknile 
instead of your 450,000 4 
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Mr. Witson. No; if you take your synthetic, you have a total of 
670,000 tons for use in civilian. And I must add to that, now, 172,000 
tons for military. 

Senator Gitterre, What is that figure? 

Mr. Wixson. It is 172,000 tons for military, making a total of 842.,- 
000 tons, which corresponds with my 850,000 tons, on page 3. 

Senator Guerre. That would still leave 545,000 tons for stockpile, 
instead of 450,000 ? 

Mr. Witson. Yes, that is right. 

In other words, our estimate at page 3 makes allowance for being 
extraconservative. It is a rough estimate and is put on the conserva- 
tive side. 

Senator Giuterre. It is pretty rough when it is 100,000 tons off. 

Mr. Witson. No; it is 450,000 to 525,000 tons. 

Senator Gitierre. Very well, you may proceed with your discussion 
of the chart, Mr. Wilson. 

Mr. Witson. Now the solid black line starts with the fourth quarter 
of 1949 as 100. We let that represent 100, and thereupon, then, the 
production is shown for the first quarter, the second quarter, the third 
quarter, and the fourth quarter of 1950. 

The first quarter of 1951 actual, and the second quarter of 1951 
estimated. 

Now the cross-hatched line shows the consumption of rubber, the 
civilian consumption of rubber by the industry. The dotted line is the 
Federal Reserve Board index of total physical volume of production 
in the United States. 

It seems to me, Senator, that this shows quite clearly what is hap- 
pening and the difficulty we are now experiencing in the entire rubber 
industry. When you see that line of total industrial production rising 
and the line of rubber consumption declining, and you know that 
rubber historfally pretty well follows the total physical production 
of the United States—in other words, rubber is used in practically 
every industry—you can see that as physical production rises and 
rubber consumption declines, you have a situation where, at some point 
or another, your total industrial production is going to be interfered 
with by the failure of rubber end products. 

Do I make that point clear? 

Senator Giuterre. Yes. 

Mr. Witson. To me this chart is really the essence of the difficulty 
in the rubber situation today. That gap that you see in the first quar- 
ter bet ween the industrial-production line and the rubber-consumption 
line has largely been taken up by the consumption of inventory, the 
use of inventory in the hands of manufacturers, dealers, and the 
consumer. 

4. Granting any method of allocation is unpopular, what is the 
soundest method of allocation ¢ 

In the first place, I think everyone will agree that some basic plan 
must be designed and adhered to; otherwise you would have a situa 
tion similar to a baseball game being played without a rules book. 

I shall discuss briefly four possible methods of allocation. 

(a) The “proven need” method—a straight cut from a base period. 

Advantages: A base period close up to the beginning of the alloca 
tion preserves the status quo. 
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A long previous period irons out any temporary hardships. 

Both of these principles were recognized by Congress in enacting 
section 701 (c) of the Defense Production Act. 

Goodyear believes that the base period decided upon, namely, the 
12 months ending June 30, 1950, represents a sound base period, even 
although it gives us a slightly less percentage of the available than 
we had in the years 1947, 1948, and 1949. 

Goodyear believes that the base-period method is sound and has 
adopted that method for allocating rubber available across the various 
divisions within its own walls, namely, tires, mechanical goods, shoe 
products, et cetera. 

Disadvantages: The principal disadvantage of the base period is 
that it holds business static, whereas business is fluid. 

It forces the rubber manufacturer to judge the essentiality of his 
own customers, since he cannot supply all of their needs. 

It is particularly unpopular in a period of shortage when every- 
body thinks he could increase his business as compared to the other 
fellows. 

It works a hardship on someone newly entering business or someone 
who has recently increased his capacity substantially. 

(Norr.—It is apparent that Congress, after weighing these pros and 
cons, concluded that “Proven need” was the best plan available. This 
decision was sound. Consideration of the other possibilities makes 
this perfectly clear.) 

(6) Essentialities method: Essentiality is the basis of the so-called 
controlled materials plan. 

The controlled materials plan takes demand by segments of in- 
dustry. It matches that demand against availability. It then rules 
what segment should be cut and how much. 

Advantages: It is best for a situation which requires allocation 
for a long period—as in time of war—because it channels raw ma- 
terials to essential uses. 

It is usually accompanied by orders limiting the use of certain end 
products, as for example, gasoline rationing in World War II. 

Disadvantages: Obviously, the disadvantage is the tremendous 
laborious detail involved. There are literally thousands of rubber 
end products. To be fairly administered, each of these would have 
to be carefully studied and the onus of decision as to which is most 
essential would be on the Government. Enforcement would entail 
greatly augmented staff personnel and work. 

It falls heavier on one producer than on another—that is, a pro- 
ducer of a product ruled as nonessential may be put entirely out of 
business, 

It is unwise for an emergency of a relatively short duration. 

(ec) Allocation of raw materials based upon conversion capacities : 
This method when properly administered, makes a detailed examina- 
tion of production capacities of each member of industry and allo- 
cates raw materials in relationship to productive capacity. 

Advantages: This method is helpful to those who have just entered 
business new or who have just completed extensive expansions. 

It is obviously popular with those who for reasons of quality, value, 
or service have not been able to hold position or keep their plants in 
full operation. 

Disadvantages : It disregards position won by value given and serv- 
ice rendered. 
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It forces part of the public to buy from those whom they have not 
rewarded with their business previously. 

It gives the power to Government arbitrarily to redistribute busi- 
ness. It can hurt a small company as much or more than a large 
company. 

(¢) Allocation by special dictum: This is a form of allocation that 
everybody wants so long as the special dictum favors him. 

Of these four methods, method No. 1, namely, the proven need, 
is the wise form of allocation in view of the probable duration of the 
rubber crisis. It is likewise the method prescribed by Congress in sec- 
tion T01 (c) of the Defense Production Act of 1950. 

Like any method of allocation, nobody is happy with it. 

Certain adjustments have to be made to take care of glaring hard- 
ships. 

On the other hand, unless administered with firmness and courage, 
it will soon defeat itself and result in no conservation at all. This is 
what happened in September and October of 1950, when the granting 
of appeals in so-called hardship cases increased the original alloca 
tions by approximately 25 percent. 

Flow has Goodyear fared ¢ 

Goodyear has been and is being badly hurt. 

We have not received our fair share of the available rubber. 

We were allocated in the fourth quarter of 1950, 11 percent less 
rubber than our percentage of the base year would entitle us to. 

Out of a less total avail: ibility, we were allocated, in the first quar- 
ter of 1951, 1114 percent less than we were entitled to. 

Early in the period of allocations, Goodyear fell victim to a malad- 
justment of established industry ratios. The disparity has continued 
month by month since then, and there is no improvement for us in the 
month of March under the new administration. 

Chart No. 2 shows specifically and factually how our allocations 
compared with those of the industry as a whole. 

(‘The chart referred to is as follows :) 


CHuart Il.—Civilian consumpiicn of new dry rubber, by months 


Entire industry 
_| Goodyear, 
percent of 


Thousands Percent its base 
nf ranenndn of base period 
I period 

Monthly average in 1947 206, 000 106.7 107.4 
Monthly average in 1948 194, 000 100. 5 | 100.9 
Monthly average in 1949___. 178, 000 92.2 92.9 
Monthly average in base year__- 193, 000 100.0 | 100.0 
October 1950 260, 000 134.7 120. 6 
November 1950 203, 000 105. 2 | 93.1 
December 1950 197, 000 102.0 Yu. 5 
Fourth quarter, 1950 660, 000 114.0 101.0 
January 1951 | 194, 000 100. 5 90. 2 
February 1951 178, 000 92.2 80.4 
March 1951 190, 000 98.8 87.7 
First quarter, 1951 | 562,000 07.2 | 86. | 


= 


6 months, October 1950-March 1951 1, 222, QUO 105. 6 | 93.6 
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Mr. Witson. Now here in chart 2 we show the monthly average 
industry consumption in 1947, and show it as a percentage of the base 
period. Then we show 1947 as a percentage of our base period. In 
other words, we did slightly better in 1947 relatively than we did in 
the base period. 

In 1948 likewise the industry used an average of slightly more than 
in the base period and our percentage was slightly higher. Then, of 
course, the monthly average in 1949 was slightly below the monthly 
average of the two previous years and our percentage was again some- 
what higher than our average in the base period. 

In the base year, of course, you use 100 as the par for both industry 
and Goodyear. In October the industry as a whole went up to 134 per- 
cent of the base period. We went up to 120 percent. 

In November the industry went to 105.2 percent of the base period, 
We were 93.1 of our base period. 

In December the industry was 102. We were 89.5. Following 
down then into the fourth quarter as a whole, the industry was 114 
percent and we were 101 percent of our base period. 

In January, February, and March the figures there speak for them- 
selves. For the first quarter of 1951 the industry as a whole ran 97.2 
of their base period and we ran &6.1 of our base period. 

For the 6 months, the fourth quarter of 1950 and the first quarter 
of 1951, we ran 93.6 percent of our base period while the industry ran 
105.6. 

Senator Gitterre. Did you make appeal for adjustment ? 

Mr. Winson. Yes, sir: we made many appeals for adjustments. 

Senator Gitterre. Successfully / 

Mr. Witson. Very few of them. We had a few that were granted, 
but very few. Of the appeals granted we got a very, very small 
percentage. 

Senator Gitterre. Your appeals were based on this chart here, that 
your ratios were a certain percentage below your base period, what 
you were entitled to under that division 

Mr. Witson. That is right. 

Later, when it appeared that the appeals were being granted on the 
basis of facilities, of production capacities, we made some appeals 
based on productivity capacity but those were not granted, 

6. Who got hurt? 

Goodyear is made up of three groups of individuals—stockholders, 
employees, and dealers. 

We have 45.526 stockholders, mostly with small holdings, 53,810 
domestic employees, and 36,000 dealers. 


OUR EMPLOYEES 


The millions of pounds of os that we were shorted in the 6 
months commencing October 1950, meant that our production em- 
ployees got approximately 1! a million hours less work, $2,000,950 less 
pay than they would have received had we received our full, historic 
share. 

And the worst part about those slimmer pay envelopes is that the 
sacrifice added nothing to our total national security. It was not 

caused by the general ‘shortage of rubber but was caused by taking 
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rubber away from our employees and giving it to the employees of 
other companies. 

It was a compound blow for our rubber-plant employees. ‘They had 
enjoyed the payrolls of peak production in August 1950. 

Had they been proportionately cut down to the official industry 
level by allocation it would have meant a reduction in take-home pay 
of approximately 15 percent in March as compared with August. 
But they were singled out for cuts even below the industry level and 
they realized that their extra reductions in pay were turning up in the 
pay envelopes of the employees of our more favored competitors. It 
certainly is not a pleasant pill for these Goodyearites and their fami 
lies. And please remember that they are, in truth, small-business 
people, dependent upon the sale of their stock in trade, human effort. 


OUR DEALERS 


The millions of pounds of rubber that we were shorted in the 6 
months commencing October 1950 distributed over our normal busi- 
ness, Would have resulted in the production of additional quantities of 
product as shown in the following chart No. 3. 

(The chart referred to is as follows:) 


Cuart IIIl.—Goodyear loss by product due to allocation shortage, fourth quarter 
1950 and first quarter, 1951 


Product Amount | Product Amount 
Passenrer tires... =... 730, 000 | Bicycle tires and tubes. 600, 000 
RI SE ets tics saci disap tsien 155, 000 | Mechanical goods__pounds__ 2, 000, 000 
a ES SET 32,000 | Heels and soles______-do___ 200, 000 
INN Sa ak cet Se ee 700, 000 | Other products— ee 125, 000 
Camelback____.___pounds_— 8, 500, 000 | 


Mr. Witson. That is to say, if we had received the same percentage 
of the rubber available in the 6-month period that we received in the 
base period, we would have manufactured out of that additional 
rubber, the following items, roughly spread across our business: 750,- 
000 passenger tires, 15: 2,000 true k tires, 32,000 farm tires, 700,000 tubes. 
8.5 million pounds of camelback, 600,000 bicycle tires, 2,000,000 
pounds of mechanical goods, 200,000 pounds of soles and heels, and 
125,000 pounds of other products. 

Senator Gitterre. Do both your amounts show the reduction? You 
would have produced these additional amounts had you had available 
your just proportion. 

Mr. Wisson. That is right. That represents only the difference 
between our normal percentage in the base year, and the percentage 
which we actually received. Interpret that in terms of pounds and 
then interpret those pounds in terms of products, spread across ov 
business, and it would have resulted in these figures. 

Senator Giuterre. I have one other question. Is this list of figures 
accumulative? By that I mean, you say you reduced in your produc- 
tion of passenger tires, 730,000. “Do you mean by re if the rubber 
that you think you were entitled to had been made available and had 
been used for passenger tires alone, you would have had 730,000 more 
passenger tires, or does it mean that through that additional rubber 
you could have produced all of these various items ? 

Since practically all Goodyear products are sold by dealers of one 
classification or another, typical small-business people, our shortages 
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in the last 6 months deprived our dealers of $40 million in sales; $10 
million in gross profits. 

In other words, take these figures on the previous page and interpret 
them in dollars, it means about $40 million in business and about $10 
million in gross profits. 

Competitive dealers were given a windfall of an equal amount in 
volume and in profit. Because they got the rubber our dealers did 
not get. 

And here again the extra sacrifice exacted from our dealers added 
nothing to the total of our national security. 

Senator Giutterre. There has been considerable evidence here to the 
effect that your company, along with others of the so-called Big Four, 
have profited by a windfall, to the detriment of the smaller business. 

Now your position that you take here is that your company, as one 
of the Big Four, has suffered from the fact that your supply that you 
should have had has been diverted to competitors who have interfered 
or Who have been put in a position to take over some of your business. 

Mr. Witson. Exactly. Exactly. 

Now those figures are, of course, available to you from the NPA 
records as a whole. We can only present our figures based upon our 
knowledge of the total amount of rubber distributed and our know]- 
elge of what we got. 

7. Recommendations : 

(a) Get rid of allocations as soon as possible. Any form of alloca- 
tion causes hardship and inequalities. 

(6) In the meantime, continue to follow the statutory “proven need” 
or base-period method of allocation, with alleviation of genuine dis- 
tress under thoroughly established rules. 

(c) Allocate a total of 96,000 tons of dry rubber per month for 
civilian use by industry for April, May, and June. This compares 
with an allocation of 85,000 tons in March. 

The extra rubber thus granted will be more valuable made up into 
end preducts than it will be as raw rubber in stockpile in case of 
near-by emergency. 

To grant this additiona] rubber is to insure against any hurtful 
dimunition of the mobility which is so vital to our greatest bulwark 
of national security—the full productivity of America’s vast indus- 
trial machine, 

And I refer you again back to that first chart which shows in our 
judgment what is going to happen unless something of this sort is done. 

(¢d) If the milit: ary situation at the time will permit, the rate of 
building up the strategic stockpile of natural rubber should be slowed 
down in the third quarter of 1951 and extra rubber would thus be 
made available to industry. 

(e) Increase synthetic production. 

If these recommendations are followed, in my opinion, the alloca- 
tion problems will rapidly disappear. 


SYNTHETIC PLANT OPERATIONS 


Prewar: Let us lead into this phase of your interests by reciting 
a bit of synthetic plant history : 

Our active interest in synthetic rubber goes back to the mid-twenties 
when we first produced this material in laboratory quantities. Our 
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first butadiene reactor, of a mere 5-gallon capacity, was placed 
operation in the mid-thirties. 

On this foundation, experimentation went on rapidly. In July 
1937 a 75-gallon polymerization kettle was ready and, from smaller- 
scale experiments, a rubber was selected and made in sufficient quanti- 
ties to test in tires. Our first tire with treads a entirely from 
synthetic rubber was produced in that same year, 1937. Tires made 
wholly from synthetic rubber were produced i us in February of 
1958. 

Thus we learned the characteristics of synthetic rubber and the 
highly technical processes and great dangers of explosion involved in 
its production. Then, without waiting for the Government to develop 
its plant-construction program, we built our own plant for the pro- 
duction of Chemigum—that is our name for synthetic rubber—and 
began operating it in June 1941. 

World War II: During the early days of World War IT, Good- 
year accepted from the Government responsibility for the design 
and construction of the following copolymer plants: 

Long tons 


Akron, Planeor 126- : ; Y ; __. 30, 000 
Houston, Plancor 956 eid ‘ Ye di hte cet ee 
Baytown, Plancor S77 : asiibGats Seanad eee 
Los Angeles, Plancor 611 and 611A a ee - = oniimecad eee 


These plants represented a capacity total of 210,000 shen tons or 
30 percent of the grand total. 

Senator Giuterre. You are accepting your responsibility for the 
design and construction of these plants, which was at Government 
expense. 

Mr. Witson. The Government supplied the money to construct the 
plants which we designed and constructed. 

Throughout the remaining war years, we operated the plants at 
Houston and Akron and Plancor 611 at Los Angeles. 

We placed the Bayton plant in initial operation, and then trained 
the cae personnel of General Tire to take over from there. 

Plancor 611A was operated by United States Rubber. 

In addition to this domestic program, we loaned our construction 
engineer to Canada for the Sarnia synthetic plant and supplied a plant 
manager upon its completion. 

Postwar: The high lights of our postwar connection with the syn- 
thetic plant facilities are these: 

We placed and maintained Plancor 611 and 611A in stand-by condi- 
tion. In September 1950 we turned custody of these plants over to 
Minnesota Mining & Manufacturing Co. which, in conjunction with 
Pacific Rubber Co., is now operating them. In the take-over of these 
two plants, we loaned our own trained key personnel to our successors 
for sufficient time to teach the new operators. 

Senator Gitterre. May I interrupt you there Mr. Wilson? In dis- 
cussing this postwar operation, you say you maintained this plant in 
stand-by condition. Under whose motivation was that done, the Gov- 
ernment or your company / 

Mr. Wiurson. The Government. RFC. 

Senator Gitterre. Did they withdraw their contracts with you for 
operation of these plants ? 
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Mr. Witson. They withdrew the contracts for operation and substi- 
tuted contracts for placing them in moth balls and looking after them. 

Senator Gitterre. And you took the responsibility under that 
second contract for maintaining them in standby condition, or did you 
withdraw them and turn them over to the Government ? 

Mr. Wirson. We undertook the responsibility of maintaining them 
in sts andby condition. 

Senator Gitterre. Under what sort of compensation ? 

Mr. Witson. My recollection on that is that that was merely a re 
payment of our costs. 

Senator GitLerre. The cost of maintaining them in a standby 
condition ¢ 

Mr. Witson. Yes, sir. 

Senator Gitietrre. That is your recollection of your contract with 
RFC? 

Mr. Witson. That is right. 

Senator Gitterre. Very aie proc eed. 

Mr. Wuson. We shut down, decontaminated and placed in stand-by 
condition the Akron plant, holding custody of the plant under a pro 
tection and maintenance contract until last utchen 

Senator GitLerre. That was the same thing? 

Mr. Witson. That is right. 

This plant has since been reactivated and is being operated by 
Goodyear with General Latex & Chemical Corp. and Mohawk Rubber 
Co, as participating companies. 

Senator Gititerre. And that was again at the request of the RFC 
and under a new contract with these other people / 

Mr. Witson. That is right. 

We have continued operation of the Houston plant and are cu 
rently stepping up its capacity. 

In recent months we have given training at our Houston plant to 
the supervisional personnel of the Kentucky Synthetic Rubber Corp. 
so that they could assume operation of the Louisville. Ky., copolymer 
plant. Kentue ‘ky Synthetic Rubber Corp. is made up of a group of 
10 nontire rubber companies. 

In the net, then, Goodyear operated plants during World War IT] 
with a total capacity of 150,000 long tons per year. 

Today Goodyear is operating plants with a total capacity of 90,000 
long tons per vear and sharing the operational fees for one-third of 
that total with two smaller companies. 

Large-scale research: Our synthetic plant story would not be com 
plete, however, without some reference to our wartime and postwar 
activities and contributions in the field of research and development, 
the benefits of which have been freely passed along to our competitors 
and to the public at large. 

The facilities and scientific skills of the Goodyear Research Labo- 
ratories have been at the service of the synthetic rubber program since 
the beginning of 1942. A number of important achievements have 
resulted, 

In 1943 Goodyear perfected a continuous process for the first or 
reaction stage of synthetic rubber manufacture. It is now in general 
use with a reactor capacity savings of 50 percent and a reduced rubber 

cost. 
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From our laboratories also emanated the first workable process for 
making synthetic latex—of the GRS type—with high rubber content. 
This made it possible to use the latex directly for dipped articles and 
frothed sponge, now the chief use for latex. 

The latest and one of the most significant accomplishments of our 
laboratories is the one that can add 50,000 tons to the annual capacity 
of existing cold rubber production facilities. 

First we worked it out in our laboratories and in pilot plant op- 
erations. 

Within recent days we have completed our large scale runs by pro- 
ducing 300,000 pounds of this new type synthetic. 

Without using any greater amounts of critical butadiene and sty- 
rene with only minor and inexpensive plant alterations which can be 
completed wthin a matter of days and at a saving of 4 cents per pound 
in production costs, this newly developed process can add 20 percent 
to the annual output of existing cold synthetic rubber-producing 
facilities and amounts to 50,000 tons per year. 

Senator Giterre. In what way have you made that process, or 
improvement in process available to the RFC ? 

Mr. Witson. We took it to the management of RFC and laid before 
them the entire mechanics of it and then they put it into operation in 
the Houston plant, which we operate under contract for them, and it 
is there that we have manufactured the 300,000 pounds, under a 
directive from them. 

Senator Grm.terre. That takes care of my second question. When 
was this enterprise undertaken, this production of 300,000? 

Mr. Witson. Within the last 30 days. 

Senator Gmterre. With the last 30 days at the Houston plant ? 

Mr. Witson. Yes, sir. 

I think it might be interesting to you, Senator, not having been in- 
volved in all this rubber terminology as intimately as we have been, 
if you could examine the samples I have brought. I have a sample 
of the standard hot rubber as we call it, a sample of the standard cold 
rubber, which is the same as the hot rubber, only it is polymerized 
under a low degree of temperature. Then a sample of that same cold 
rubber developed to the point where it can accept the extenders which 
we use to increase the production by 20 percent. Then a sample of 
that same rubber thus extended. 

I bring them up to you here. I think you might be interested. 

Senator Lone. Have you tried this on the road to see what it would 
do? 

Mr. Wiison. Yes, sir; we have made some tests with tires and we 
are satisfied so far that they will produce results equal to the cold 
rubber results. 

I think it will take at least 90 days more to carry those tests to a 
wide enough degree to determine finally and actually the value, but so 
far, our tests make it appear that this rubber is going to do everything 
that we had hoped for it. 

Senator Gittetre. Mr. Wilson, in the arrangement under which 
you operate the Houston plant and in the arrangements under which 
you have developed this improved process, do you control the output 
in any way? 

Mr. Witson. No, sir. We manufacture what the RFC tells us to 
manufacture. We are operators under their direction. 
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Senator GitLerre. And the product or the patent belongs to the 
United States Government. 

Mr. Wison. It belongs to the United States Government and is 
distributed by the United States. 

Senator GitteTre. Wherever they see fit ? 

Mr. Witson. Wherever they see fit. 

Senator Giuterre. There is no provision of the contract that gives 
you any control in your company, or any control over the development 
vour research has made possible. 

Mr. Witson. None whatever. 

Senator Gitterre. Does your company operate any of the butadiene 
plants ¢ 

Mr. Witson. No. 

Senator Gitterre. Under your contract with the Government as an 
operating agent, do you have to purchase your butadiene from one 
particular source, or is it open ? 

Mr. Wuson. The Government supplies us with the butadiene. 

Senator GitLerre. It comes to you from the Government ¢ 

Mr. Wirison. That is right. 

Senator Guwetre. Is that true of styrene? 

Mr. Wunson. That is true of styrene likewise. 

Senator Gitterrr. Your source of both of those products, is the 
RFC? 

Mr. Witson. That is right. 

Quality of the resultant output is at least as high and probably will 
prove to be higher than that of the present type. 

We want no patent monopoly and we expect no royalties. We 
have given the rubber authorities of our Government full and complete 
information and have attached no strings to full utilization of these 
new principles. We are interested solely in helping to provide a 
proper treatment for our Nation’s rubber ills and thus adding to our 
national security. 

Existing facilities for the production of GRS rubber have a theo- 
retical capacity of 756,000 he tons. 

This total is divided into two types of output, the new cold poly- 
merization method totaling 250,000 long tons annually and the older 
style hot polymerization method totaling 506,000 long tons of capacity. 

For the present, our verified knowledge of this new process is limited 
to the field of cold polymerization. 

Progressive change-over of the hot plants to the cold processes 
would enable full utilization of the increased output potential. 

Cold synthetic is a postwar development in production method. 
It differs from the previous method of polymerization only in the 
matter of temperatures. The older type of operation called ‘for 122 
heat in polymerization of the butadiene and styrene into GRS. The 
cold-rubber process requires a temperature of 41° which is achieved by 
means of refrigeration equipment. 

Synthetic rubber made by the cold process is superior in many 
respects. 

The process by which output is extended 20 percent calls for a 
polymer of higher viscosity than standard cold rubber. Up to the 
point where the resultant combination of butadiene and styrene leaves 
the stripping operation of the plant, the volume of output is not in- 
creased by this higher viscosity. 
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At that point, however, the “extender” process starts to work. As 
oil-base plasticizer is adc led in proper quantity to this raw rubber of 
high viscosity, 100 pounds of output becomes 120 pounds. 

By this same process of extending the quantity of output the raw 
rubber is simultaneously rendered workable for its use in the manu- 
facture of tires and other rubber products. 

In addition to these major contributions, many important but less 
spectacular results have been achieved such as the improvement of 
chemicals used to promote the speed, consistency, and quality of the 
synthetic rubber processes; careful analytical work to establish raw 
materials’ specifications: and study of the effect of soaps and other 
emulsifiers on the speed and uniformity of the reaction process. 

In closing, we repeat that all of these improvements have been 
developed under our own initiative without thought of Goodyear 
profit or any private benefit whatsoever. 

Senator Guerre. In your statement at page 18, “existing facilities 
for the production of GRS rubber have a theoretical capacity of 
756,000 long tons.” That is, if they are fully utilized ¢ 

Mr. Winson. That is right. 

Senator GitLerre, And they are not being fully utilized now 4 

Mr. Witson. Not as yet. They have not gotten up to their full, 100 
percent rated capacity as yet. 

Senator Gitterre. But without plant expansion or additional 
plants, they have that theoretical capacity ‘ 

Mr. Witson. That is right. 

Senator Gitierre. They have it at the present time ¢ 

Mr. Witson. Yes, sir. 

I might add, Senator Gillette, that it is our belief that by the addi- 
tion of a relatively small amount of machinery in the same buildings 
that capacity could be increased another 100,000 tons a vear. 

Senator Gitterre. That possibility exists if you have additional ma- 
chinery ¢ 

Mr. Wirson. It still exists; ves, sir. 

Senator Gitterre. Does that require intricate or expensive ma- 
chinery ¢ 

Mr. Wiison. No; it is machinery that we already know about, and 
the relative cost of it would be quite slight. That is now being studied 
by the RFC. It should be pushed. 

Senator Lone. I have no questions. 

Senator Gitterre. Counsel. 

Mr. SuHaver. P age one of your gene oral observation indicates section 
701 (c), “rubber should be allocated on the basis it was used in the 
preemergency period.” The particular section to which you refer also 
indicates it should be under normal conditions. Is that not correct ? 

Mr. Wirson. Yes, sir. 

Mr. SHaver. Now, going to page 3, Mr. Wilson, you state that the 
inability of each rubber manufacturer to take care of his own customers 
causes those customers to go to the other rubber manufacturers. 

Under a proper allocation basis, would it not be so that the other 
eperator could not supply his own customers under a proper alloca- 
tion basis? 

Mr. Wirson. That is right. It would amount to merely a reduction 
in the total productivity of articles incorpor*ting rubber as integral 
parts. 
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Mr. Suaver. At page 4 you state you got a slightly less percentage. 
Is that statement true in the amount poundwise ! Did you get more 
pounds or less pounds ¢ 

Mr. Witson. In what period ? 

Mr. Suaver. You say here, the 12 months ending June 30, 1950, 
represents a sound base period, even although it gives us a slightly 
less percentage. 

Mr. Wuson: The total available to the industry. 

Mr. SHaver. Did you get more rubber per pound in the base period 
than you did in 1947, 1948, and 1949? 

Mr. Wiison. We got more rubber in pounds than we did in 1949, 
about the same as in 1948, and slightly less than in 1947. 

Mr. Suaver. Just above that statement on page 4 you state: 
both of these principles were recognized by Congress in enacting section TOL (¢) 
of the Defense Production Act. 

Wherein do you find that the base period should be close to the be- 
cinning of the allocation ? 

Mr. Wirson. Do you mean quoting from 701 (c) 4 

Mr. Saver. That is what you used, Mr. Wilson, section 701 (c) of 
the Defense Production Act. 

Mr. Witson. It says: 


on the share received by such business under normal conditions during a repre- 
sentative period preceding June 24, 1950, a representative period. 

Mr. Suaver. Mr. Wilson, could not that representative period be 
1949 or 1948 ¢ 

Mr. Witson. I think that the representative period is a matter of 
judgment. Iam pointing out there are two considerations to be con- 
sidered in determining a representative period. First, there is the 
immediately close-up, which would preserve things exactly status quo. 
The difficulty about that is that it does not iron out irregularities that 
were occurring right at that time. 

Now, the further back you go in the past history, the more you tend 
to iron out short-time irregularities; so you have to take both of 
those into consideration, in my opinion, 

Mr. Suaver. Now, Mr. Wilson, you believe that the base period 
is sound and you have adopted that method for allocating rubber to 
the various divisions within the Goodyear Co. as such ¢ 

Mr. Wirson. Yes, sir. 

Mr. Suaver. In other words, you have allocated your portion of 
the rubber to the various segments within your own company; is that 
correct ¢ 

Mr. Winson. Yes, sit 

Mr. Suaver. How would you feel about the allocation by the NPA 
according to segments ¢ 

Mr. Witson. Well, I would think that that would come out about 
the same. If you took the sole and heel industry and took their base 
period and allocated to them, based on their base period, and took the 
mechanical goods industry and similarly allocated to them, I think 
your result would be the same. 

Mr. Suaver. Is it not possible, though, Mr. Wilson, for the com- 
panies which have many different segments to allocate that portion 
of their rubber to those segments which they wish? In other words. 








410 RUBBER SURVEY 


you could cut out one complete segment if you wanted and use that 
rubber for the remaining segments of Goodyear. 

Mr. Wuson. I am pointing out that we did not do that. 

Mr. Saver. But you could do it? 

Mr. Witson. You could do that, but I think it is per fectly obvious 
that if you did that you would fall into a trap | ake You would 
merely be sacrificing for the long pull one segment or one division of 
your business. 

Mr. Suaver. Then how can we help this small-business man who 
only has one section, and who cannot by his own operations transfer 
from one to another ¢ 

Mr. Witson. I am saying, Mr. Shaver, that in a big business such 
as ours we cannot transfer from one segment to another. We can- 
not, in sound judgment, transfer from one section to another, 

Mr. Suaver. But you do allocate yourselves according to the seg- 
ments within your own company ¢ 

Mr. Wirson. And based upon the base year. After careful exami- 
nation, we determined that was the only thing which we could, in 
good business judgment, do ourselves. 

Mr. Suaver. On the same page, Mr. Wilson, you state that two of 
the disadvantages that it works are that it makes a hardship on some- 
one newly entering business, or someone who has recently increased 
his capacity substantially, 

On the former we have had considerable testimony with regard to 
new business. I ask you whether this is your opinion of the regula- 
tions and criteria which have been established: That the NPA will 
not consider a new customer, which substantially increases his business, 
as a basis for a hardship. 

Mr. Wuson. Iam sorry, I cannot answer that question, Mr. Shaver. 
That is a question you would have to ask the NPA. 

Mr. Suaver. What I want to ask you is, What procedure would you 
recommend to alleviate this one disadvantages which you mention / 

Mr. Witson. I would have a competent review board who would 
have set up a set of established rules for judging hardship cases, and 
then each hardship case would be brought to them val judged in 
accordance with those rules. 

Mr. Suaver. But you would include increase in capacity by virtue 
of the reasons which I gave as one of the bases for establishing a 
hardship case ¢ 

Mr. Wuson. I think I would, if I were a member of NPA, 

Mr. Suaver. Now, going to your chart 3, your loss by product, and 
also on page 12, where you state “competitive dealers were given a 
windfall in amounts and profits.” I would like to call vour attention 
to the profits your company made in 1948, 1949, and_1950. In 194s 
you made $24 million; in 1949 you made $20 million; but in 1950, the 
vear which you used as a basis for your chart 3, you made $35 million. 

If you had such a substantial decrease in the amount of rubber, how 

can you account for such tremendous profits in increase over 1948 and 
19492 

Mr. Witson. I would like to call your attention, Mr. Shaver, to the 
fact that practically all of the rubber companies’ statements that I 
have seen, be they large companies or small companies, showed a sub- 
stantial improvement in volume and in profits in 1950 compared to 
1949. 
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Mr. Suaver. That is true, Mr. Wilson, but at the same time you 
state that even though in 1950 you made a tremendous profit you indi- 
cate and emphasize that your employees lost substantial pay. 

Mr. Witson. That is right, sir, and I want to bring that out. I 
am talking for the employees and for the dealers. Our employees 
received $3,950,000 less in their pay envelopes than they would have 
received hel we gotten our historical share of the rubber available. 

Mr. Suaver. And yet your profits actually increased by $15 million 
over the preceding year. 

Mr. Wutson. Our company profits so increased. 

Mr. Suaver. And the employees took a loss during that same period ¢ 

Mr. Witson. Our employees got less—our employees and our stock- 
holders and our dealers got less mone y than they would have received 
lad we gotten our full share of the rubber that was made available to 
the industry. 

Senator Lonc. What factor do you think accounted for the larger 
profits while the worker received less in wages / 

Mr. Winson. I beg your pardon ¢ 

Senator Lone. What factors do you think brought about the com- 
pany making such substantially higher profit while the workers made 
less In wages ¢ 

Mr. Winson. Senator, | want to point out that the employees re- 
ceived less in wages than they would have received had we received 
our full share. The employees’ wages in total were probably greater. 

Senator Lone. According to those figures I just heard, your profits 
were up $15 million and your wages were down by $2 million. Are 

those the figures / 

Mr. Witson. No, sir. 

Senator Lone. Is that right? The profits were $15 million more in 
the previous year. Is that correct ? 

Mr. Witson. The profits were $15 million more. 

Senator Lone. And the employees’ wages were $2 million less ? 

Mr. Wintson. No, sir. 

I do not have a copy of our statement here. I would like to ask if 
any of my colleagues have the statement. 

Senator Lone. How much more did you say that the employees’ 
wages would have been if you would have had more rubber ¢ 

Mr. Winson. $2,950,000. 

Senator Lone. How much, sir / 

Mr. Winson. $2,950,000. 

Senator Lone. The point I had in mind was this: You are here com- 
plaining about these poor laborers of yours receiving $2 million less 
in wages because they could not work longer hours, but your company 
made “$15 million more profit than they ever made before. If the 
company made more profit, more wages could have been easily 
arranged, 

Mr. Witson. Now wait just a moment. 

Senator, 1 do not have in front of me the grand total paid out in 
wages, but I can say to you that the grand total paid out in wages 
in the year 1950 was very substantially higher than the grand total 

paid out in wages in 1949; very stibst: antially higher. I will submit 
the exact figures to you. However, the amount paid out in wages 
was less than it would have been had we been granted that same share 
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of the rubber available to industry that we had historically earned 
in the base year, or if you want to take the years 1947, 1948, and 1949. 

Senator Lone. It seems to me that you are complaining about this: 
You produced less than you produced before and yet you made more 
money than you ever dreamed of before. You are complaining about 
the fact that your workers worked less but made more money, but you 
think they could have easily made more, but you could have taken 
care of that with all these additional profits if you wanted them to 
make more. 

Mr. Wixson. What I am trying to point out is that there were mil- 
lions of pounds less rubber av: ‘ailable to us. We took care of the em- 
ployees in the form of wage increases throughout the year. That is 
correct, and that is a matter of history, but. when there are not the 
pounds of rubber to use, you do not make the tires, or you do not make 
the mechanical goods. There were not the pounds there. Those mil- 
lions of pounds that we historically feel that we had earned were 

taken and distributed somewhere else. 

Senator Lone. Here is the point I had in mind: Your company 
was in a position of producing less and making more than they ever 
made in the history of the company, so far as I can see. 

The people we are trying to take care of are these poor fellows who 
are about to go out of business because they are not getting enough 
rubber to show a profit at all. It isnot that we want to hurt your com- 
pany or keep you from producing rubber or anything of that sort, 
but we would like to see these little fellows get enough rubber so that 
they can continue to compete with you. 

While it is true that your workers might have made more if you had 
more rubber, according to your testimony, they made more than they 
ever made before, and you wanted to give them a pay raise—you had 
plenty of profits to pay it out of. 

On the other hand, here are these other people losing their labor. 
When these tires were cut back on these large companies—that is, 
if we cut production of automobiles: as I think we need to if this Nation 
is going to protect itself and defend itself—that would cause you to 
lose some of your customers on the orginial equipment rubber. 

But it does seem to me it would be unfair to put your company in 
the position of making more progress than they ever dreamed of mak- 
ing before, to go out ‘here and take aw: ay the customers of these few 
little fellows who are making camelback, or boot heels, or something 
of that sort. That is the problem, as I see it, before this committee. 

Mr. Wirson. Senator, it seems to me that that question disregards 
the fact that we are not able to take care of the requirements of our 
long-established customers. I do not quite see how we could go out 
and go after customers of other companies until we have taken care of 
the requirements of our own, long-established customers. 

Senator Lone. Here is the point I have in mind: The testimony I 
have had here gives me the impression that the NPA has been pro- 
ceding upon the basis that when this cut-back comes in the original 
equipment tires, by cutting back on the automobiles which we cer- 
tainly should do, I think, in passenger automobiles for the time being, 
the present plan would be to permit the companies that were using 


all that rubber for original equipment to keep most of that and put 
that into something else. 
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Now, it is my feeling if you want more camelback production, 
take ¢ all the people produci ing camelback and give them more rubber 
for camelback. If you w ant more production for various other 
rubber items that you might deem to be essential, take all those 
fellows producing that, and the big ones too, and give them more 
rubber for that purpose. 

But I do not think it would be fair, when temporarily you are going 
to have to produce less for certain customers to put you in a position 
to take the rubber that had gone to those customers, if they had had 
the demand for it, and go over here and apply it to many other things 
where you would be t taking away the customers of these smaller 
fellows. 

I can see where you fellows are not going to suffer during the emer- 
gency, but a lot of the people testified before us—and a lot of them 
were small ones—they testified that they cannot last much longer. 

We hope to at least see the little fellows get by while your company 
is making more profits than it ever did before. 

Mr. Wixson. I would like to answer the points that you have made, 
or at least two of them, Senator. First, with regard to the cut-bac k 
in automobile production. You will notice in the chart following 
page 3 that automobile production has gone up very sharply since the 
base period began. 

Now, for the second quarter of 1951, our company will be called 
upon to furnish more tires for original equipment for passenger cars 
than we were called upon to furnish in the average quarter in the 
base year, and yet we will have less ares presumably, than we 

received in the average quarter of the base year, with which to make 
those tires. 

Senator Lone. The cut is going into effect on April 1. 

Mr. Wiuson. I am taking that into consideration. I still say, based 
upon that, we will still be called upon to supply a greater number 
of tires for original equipment in the second quarter than we were in 
the average quarter of the base year. 

Senator Lone. W hy would that be, if the automobile cut goes into 
effect April 1? That is this month. 

Mr. Witson. That is a cut-back from a very high rate, whereas our 
base year ended 9 months ago, June 30, 1950. 

Senator Lone. Are we to understand that this automobile cut-back 
was based on the idea that they are going to increase the production 
of automobiles 25 percent so when they y ‘get their cut-back they will 
be right where they were all the time? Is that the basis of this 
automobile cut-back? If it is, I think we ought to find out about this 
thing and see what is going on. 

Mr. Witson. I do not think it is quite that. I am pointing out that 
automobile production has gone up as shown in this curve and has 
gone up steadily, and they are cut bs ack from their going rate, which 
was higher than the rate was in our base year. 

Senator Lona. I do not think I would ‘object, or anybody else would 
object if you had rubber to supply the customers you had during the 
base period. 

On the other hand, do you feel that when the cut-back comes you 
should have extra rubber to be able to go out and take from these 
smaller concerns what rubber customers they have left ? 

Mr. Wuson. No, but I feel we should have our full historic share. 
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That is, in essence, what you are speaking of, what was known a: 
the CMP, the controlled-materials plan. That requires, however, 
Senator, that you examine the matter of essentiality of end products 
clear out to the last degree. Otherwise, you are going to find some 
fellow who was forgotten here, and there will be no rubber left for him. 

Senator Lone. Of course, it would seem to me that in the long run 
the answer is to get more rubber. 

Mr. Wirson. That is exactly right. That will solve all the prob 
lems, and I think it can be done. 

Mr. Suaver. Just to complete this record, insofar as passenger-car 
production is concerned, Mr. Wilson, I assume from your statement 
that the first quarter of 1951 was higher than at any time during the 
base period. I believe that is what you stated. 

Mr. Wirson. Than the average of the base period; yes, sir. 

Mr. Suaver. I just wanted to get for the record, Mr. Wilson, that 
in 1950, which is not a base period, at that time the passenger- car pro- 
duction was the highest in history. 

Mr. Witson. No, the base period, sir, was the 12 months ending 
June 30, 1950, 

Mr. Smaver. I understand. For 1950, that comprises a portion of 
the base period. 

Mr. Witson. But the heaviest production was in the last half. 

Mr. Suaver. Let us go to 1949. They still do not do badly in pas- 
senger-car production and you only had the last 6 months of that, and 
the first 6 months of 1950. 

Mr. Witson. That is right. 

Mr. Suaver. Coupled together, the two of them would make the 
largest passenger-car production in history. 

Mr. Witson. If you take the base year, the number of passenger 
cars produced, and let the base year represent 100, the third quarter 
of 1950 represented 130—30 percent ahead of the average. The fourth 
quarter represented 115. The first quarter of 1951 represented 109, 
and we estimate the second quarter at about 103. 

Mr. Suaver. Mr. Wilson, what I am trying to state is that under 


the Defense Production Act the base period must precede June 24, 
1950. 

Mr. Witson. That is right. 

Mr. Suaver. And that in complying with the provisions of that 
act, the base period selected was that during which the passenger-car 
production was the highest in history. 

Mr. Wirson. No, sir. I am trying to clear you up on that point. 

Mr. Suaver. I wish you would. 

Mr. Wixson. I will repeat the figures I have just given you. 

In the year preceding Korea, according to my notes, the average 
quarter production of automobiles was 1,460,000 units, so let that 
represent 100. 

Now, the first quarter succeeding sper yarich the third quarter 
of 1950, the production was 1.901,000 or 130 percent of the average 
of the base year, and the fourth quarter was 1,667,000 or 115 percent. 
Have I made the point clear? 

Mr. Suaver. Yes, sir. Perhaps I have not made myself clear, Mr. 
Wilson. I am speaking of the period which must have been used 
for the base period to comply with the Defense Production Act, and 
it could not follow the second quarter of 1950. 
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Mr. Witson. That is right. 

Mr. Suaver. The figures you just gave me, as I understand, were 
for the third and fourth quarters. 

Mr. Witson. I first gave you the base year. That is the 12 months 
ending June 30,1950. Is that right 

Mr. Suaver. That is right. 

Mr. Witson. That is the base year. The average then in each 
quarter was 1,460,000. That is the pre-Korea l-year average. 

Mr. Suaver. Is that the highest pre-Korea average? Let me 
it that way. 

Mr. Witson. I imagine it is probably the highest pre-Korea. 

Mr. Suaver. That is just the point [ was trying to develop, Mr. 
Wilson, and nothing else; that that was the highest pi 


pul 


Mr. Witson. Very well. Where do we go from there / 

Mr. Suaver. I just wanted to establish that the base vear which 

vas selected and which was legal under the act was the highest in 
senger-car production. 

hie Witson. And I would like to establish the fact that. so far 
as the rubber industry is concerned, we were cut down in the amount 
of rubber we could use. below the amount of rubber used in the base 
vear, while the automobile industry increased their production over 
their production 1 in mee average quarter. 

Mr. Suaver. Then that 25 percent cut-back really 
not amount to much 4 

Mr. Winson. I did not understand that. 

Mr. Suaver. In February of 1951, your per 
percent f 

Mr. Witson. Yes, sir. 

Mr. Suaver. In Mareh 1951, following the February 
NPA, you actually gained 7.5 percent, is that correct / 

Mr. Witson. Well, note that the industry likewise went up. 
February is a short month, and we went up approximately the same 
as the industry. 

Mr. Suaver. You went up 7.3 and the industry 6.6, is that correct? 

Mr. Winson. ‘That is right, but note also that we got less than we 
did in either January or December. 

Mr. Suaver. Yes, sir; I appreciate that. I am just trying to 
establish the fact at the time of the February 19 letter, and I just 
want to compare that with two of the small rubber companies, as | 
did yesterday, which, on the basis of the February and March allo 
cations, Whereas you went up 7.3, here is one that went down 51.28 
and here is another one that went down 53.86. 

Mr. Witson. From what ¢ 

Mr. Suaver. From what they got in February to March. 

Mr. Witson. Have you established that the amount they 
February was a fair amount ? 

Mr. Suaver. It has not been established. It was a break-even 
point as Tam told, Mr. Wilson. I think a break-even point, compared 
with Goodyear and a $35,000,000 profit, should be a fair an 

Mr. Witson. Was it established that that was only a 
point ¢ 

Mr. Suaver. The statement was made to me that it was. 


Let us go into the synthetic plant operation for just two or three 
questions. 
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At page 16, where you state that the plant has been reactivated and 
is operated by Goodyear with General Latex & Chemical Corp. and 
Mohawk Rubber Co. What relations do General Latex have with 
your company ¢ 

Mr. Wuson. Thirty-five percent. 

Mr. Suaver. How about Mohawk? 

Mr. Wison. Five percent. 

Mr. Suaver. Why the difference ? 

Mr. Wixson. The difference is arrived at by consultation and has 
to do largely with the amount of contribution that each of those com- 
panies might make to the general operation of the plant. 

Mr. Suaver. Mr. Wilson, who initiated the 35 percent participa- 
tion of General Latex? 

Mr. Witson. My recollection is that the figures in that area were 
suggested by RFC and were then discussed between General Latex 
and ourselves and thus arrived at. 

Mr. Suaver. Did RFC suggest 5 percent for Mohawk ? 

Mr. Wuson. Our recollection is that they did. 

Mr. Saver. In other words, RFC suggested 35 percent partici- 
pation for one company and 5 percent for another company ? 

Mr. Wurson. Yes. As I say, my feeling is that that was based 
upon the contribution that each of those companies might make to 
research, development, and operation. 

Mr. Suaver. Does that indicate to you, Mr. Wilson, that it was 
within the authority of the Rubber Act for the RFC to prescribe such 
terms and conditions as they deem fit in the operation and leasing 
of these synthetic plants? 

Mr. Wuson. I think not. 

Mr. Suaver. They did not? 

Mr. Wirson. No, sir. 

Senator Giuterre. Mr. Wilson, I just want to make a brief com- 
ment on your very excellent presentation. You have pointed your 
finger to a situation which, in my opinion, is indicated as an area 
that we ought to investigate. You speak of the evils of the inequities 
of allocation; that they are inevitable. You have mentioned several 
suggested methods of allocating short materials, or materials in short 
supply, all of which have their disadvantages. 

When you try to spread or extend a short supply over an extended 
need, it is bound to create inequities. 

Mr. Wuson. That is right. 

Senator Guerre. Everyone who has come in here before us feels 
the same way. 

The statement that you have made here, I think, is very significant 
as to the necessity for allocation : 

(a) The strategic stockpile of natural rubber had not been built as rapidly as 
it should have been pre-Korea. 

(b) Production of synthetic rubber had been allowed to drop to a low point 
and it would take time to reactivate the plants that had been put in moth balls. 
There was not enough rubber to take care of full civilian requirements and at 
the same time build a stockpile as rapidly as the military demanded. 

That is very concretely put. 

The sum total of these inequities, in my opinion, as one member of 
the committee, are almost directly chargeable to the situation to which 
you refer. 
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There are many of these inequities which can be corrected, either 
upon recommendation of this subcommittee, or on their own motion, 
by the agencies that I am sure are trying to do a good job. 

But the fact remains, and it has been repeatedly called to our atten- 
tion, that we only have so much rubber and we have to allocate and 
we have to cut these boys down because we only have so much rubber. 

[ think it is incumbent upon this subcommittee to investigate to the 
fullest extent the situation that brought that about, the laxity that 
brought it about, the fact that this great area of synthetic rubber 
production was allowed, in the vernacular, to be plac ed in moth balls. 
It was not utilized. 

Behind it, also, in the opinion of the chairman, there are factors in 
connection with the importation of natural rubber and the monopo- 
listic control of that supply; the attempt to build up dollar balances 
abroad in various countries, they are factors that induce those in 
charge of the synthetic rubber program to deliberately—not scuttle, 
but to all intents and purposes scuttle the production of synthetic 
rubber as a competitive material. 

While we do our best, here, in hearing these complaints, whether 
they are large or small companies, that are inconvenienced or in many 
cases ¢ ompelled to go out of business because of this situation, I think 
we will fail to do our duty if we fail to turn over the stone and show 
the bugs that were behind those sources of supply. I believe we will 
find that when they are presented and developed that they will not be 
too savory. 

I am asserting that in line with my own personai experience with 
synthetic rubber and the synthetic rubber program in a former period 
of time. I have alluded to that before. 

[ am not making a speech here, but I am trying to outline our duty 
and responsibility as we see it, in trying to aid all of these companies. 

There is one question that I think ought to be answered, or one 
question, that should be put to you, because you have called attention 
to the fact that your employees, because of the lack of rubber as 
allocated to you, had been compelled to take something over $2 million 
less in wages and you were interrogated by Senator Long and counsel, 
here, relative to the facts which accompany that, your having made 
heavier profits during that period than the preceding period. 

If that rubber had been allocated, which would have enabled your 
employees to receive those higher wages, it would have also enabled 
your company to have had additional profits in that same period, 
would it not ¢ 

Mr. Witson. Undoubtedly, that is right. 

Senator Gruterre. We thank you very much, Mr. Wilson. We 
appreciate very much what you have done, as well as what your 
coworkers in your company have done, in making this information 
available to us. 

Mr. Winson. M: iy I make one correction for the record? With 
respect to Mohawk’s participation, I am told that it is 10 percent 
instead of 5 percent. 

Senator Giiietre. Thank you. 

Mr. Spencer. 
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FURTHER STATEMENT OF LELAND E. SPENCER, DIRECTOR OF 
RUBBER DIVISION, NATIONAL PRODUCTION AUTHORITY 


Mr. Spencer. Senator Gillette, my name is Leland E. Spencer, IT am 
director of the Rubber Division of the National Production Authority, 

I have a prepared statement that I would like to hand to you, and 
then read it, if I may. 

Senator Giiterre. We will be very glad to have it if you will make 
it available to us. 

Because of the limitation of time and also because of the fact that 
some of our committee members have been called away, we will take 
advantage of this opportunity and will ask you, Mr. Spencer, to read 
your statement into the record and at the conclusion of the statement, 
it is my expectation to recess until tomorrow because of the fact that 
we will not have time to interrogate you perhaps as we would like to, 
and the fact that we have to go to the floor because of this very im- 
portant issue that is being debated. 

If you will proceed to read your statement, we will have that in the 
record and then we will postpone the interrogation until tomorrow. 

Mr. Srencer. Very well. 

My name is Leland E. Spencer. T am Director of the Rubber Divi- 
sion of the National Production Authority. 

Prior to joining NPA on January 8, 1951, I was executive vice pres- 
ident of the Kelly-Springfield Tire Co., a wholly owned subsidiary of 
the Goodyear Tire & Rubber Co., one of the major companies in the 
industry. Presently I am on leave from that position as a result of a 
request by the Administrator and Assistant Administrator of NPA to 
join NPA as Director of the Rubber Division. 

In response to your letter dated March 14, I have remained in at- 
tendance during the progress of the hearings regarding the rubber 
allocation program, with particular emphasis on the effects of small 
business. I appreciate this opportunity of appearing before the com- 
mittee in order to discuss in complete detail the present allocation 
system as administered by the Rubber Division of NPA, particularly 
with respect to its effects upon small business. 

You are assured of our utmost cooperation in this respect. In ad- 
dition to certain specific data which will be furnished the committee 
as exhibits, I submit the following general statement : 


ADMINISTRATION OF RUBBER CONTROLS 


The attack on South Korea, with its direct threat to our source of 
natural rubber, brought home to industry and Government alike the 
urgent necessity of limiting consumption of rubber for civilian pur- 
poses. It was necessary to curtail natural rubber consumption in 
order to make sufficient quantity available for stockpiling. The de- 
mand for synthetic rubber so far exceeded supply that restrictions 
on its consumption also were needed to assure equitable distribution. 

The decision was accordingly made in August 1950 to impose 
ceilings, expressed in terms of percentages of base-period consump- 
tion, on the amount - new rubber that each company might use per 
month, and the year beginning July 1, 1949, and ending June 30, 
1950, was chosen as the base period. 
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The main reason for this choice was the conviction that this base 
period was generally fair and equitable for the industry as a whole 
and so would require relatively few individual company adjustments. 
Obviously, since a full year was adopted as the base, seasonal factors 
were eliminated and the significance of other variables was reduced 
toa minimum. Moreover, the year selected was one of almost peak 
rubber consumption—1,079,280 long tons, or almost exactly 90,000 
per month. It was not a period characterized by depressed or dis- 
rupted operations for most concerns. _ Only in 1947 was rubber con- 
sumption at a higher level—1,122,327 long tons, or over 95,000 per 
month. 

Contrary to expectations, however, applications for adjustment 
were received in large numbers. As liberal increases in the base were 
granted to some companies, others were encouraged to seek similar 
advantages, and so the volume of applications proceeded to pyramid. 
In the first 5 months after the order was issued, some 1,500 applica- 
tions had been filed. With less than 900 companies in the industry, 
it is apparent that many filed several applications, and it is esti- 
mated that 75 percent filed at least one. The great majority were 
granted. For example, all but 8 of the 87 largest rubber-consuming 
manutfacturers—and all of the 15 largest—received between 1 to 16 
increases. ‘The result was that the authorized consumption of new 
rubber was increased far beyond the availab'e supply. 

This progressive inflation of the base necessarily had serious con- 
sequences. The base-period figures lost all semblance of reality and 
became mere theoretical substitutes for actual base-period con- 
sumption. Whereas the 1949-50 base-period consumption of total 
new rubber excluding natural latex—had been 1,044,762 long tons, 
the adjustments ¢ = up to mid-January 1951 had increased this 
total industry base by about one-third, or to cuaaineaiele 1,430,000 
long tons. The original percentages ial permitted consumption 
figured on this inflated base, of course no longer could produce the 
necessary cut-back without gross inequities to those companies which 
had not received any adjustment or whose adjustments did not keep 
pace with those of their more persistent competitors. 

When the initial controls were imposed last August, consumption, 
including latex, was running at the rate of approximately 1,430,000 
long tons. The original percentages of permitted consumption, 
tis cured on this inflated base, of course no longe ‘r could produce the 
necessary cut-back without gross inequities to those companies which 
had not.received any adjustment or whose adjustments did not keep 
pace with those of their more persistent competitors. 

When the initial controls were imposed last August, consumption, 

cluding latex, was running at the rate of approximately 114,000 
long tons per month, as compared with the average monthly base- 
period consumption of 90,000. It was determined that the objec- 
tives of the rubber program might be met if consumption for civilian 
purposes were held at the 90,000 level, even though military uses were 
expected to require between 6,000 and 8,000 long tons per month. 
The formulas then adopted were accordingly calculated to limit total 
civilian consumption to 90,000 long tons per month. As it turned 
out, however, the adjustments granted so far outran expectations that 
total consumption in September reached almost 104,000 long tons and 
in October rose to a record 120,000 long tons. 
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To bring down this excessive consumption, which resulted direct]) 
from the volume of adjustments, the percentages of base-period con- 
sumption allowed for subsequent months were progressively reduced. 
Total consumption in the calendar year 1950 nevertheless reached the 
all-time record of 1,246,000 long tons. 

Had all rubber consumers received only reasonable adjustments 
of their base-period figures, their relative positions in the industry 
would have remained substantially unaffected. The only consequence 
of this being that, to accomplish a given reduction in consumption, 
the percentages would be reduced in proportion to the increases in 
total industry base. The number of adjustments, and the tremendous 
volume of rubber involved in such adjustments, as well as the variety 
of grounds upon which they were granted, makes clear that the result 
was not merely to correct abnormalities of the base period or other 
inequities. The end result was to scramble the relative positions of 
members of the industry and thereby to “create” serious inequities. 

An analysis of the adjustments demonstrates that they followed no 
consistent pattern. It completely refutes the suggestion that any 
one criterion, such as production at a given percent of capacity, op- 
eration for a specified number of hours per week, unreasonable hard- 
ship, the interest of national defense, or assistance to small business, 

ras the guiding principle. It cannot correctly be said that smaller 
companies were given preferential treatment as a group, or even that 
they were treated with uniform fairness within their group. In fact 
nearly all of the largest consumers, and more particularly each of 
the four largest companies, succeeded in having their bases substan- 
tially increased. 

Some applications for adjustment were denied and some were 
granted in only small amounts, but there were many instances where 
increases ranging from 75 percent to several hundred percent were 
allowed and there were even cases of increases of more than 1,000 
percent. Bases were increased on such a variety of grounds as to 
disprove the existence or use of any common standards. 

The hopelessness of reconciling those various adjustments forced 
the National Production Authority to go back to the original base- 
period figures for each company and to start afresh in its analysis 
of those figures to determine what adjustments could be justified. 
Uniform standards were developed and applied. In consequence, 
each company was given a revised base on which to calculate its per- 
mitted consumption in order to assure each company that it would 
receive— 

a fair share of the available civilian supply based, so far as practicable, on the 
share received by such business [company] under normal conditions during a 
representative period. 

While these new bases are lower than the former adjusted bases, 
the specified percentages of base-period consumption, as allowed to 
each company, are correspondingly greater. 

Since my appointment as Director of the Rubber Division we have 
endeavored to make certain that every action taken with respect to 
the adjustment of individual companies’ bases, which is then used as 
a basis for calculating the quantities of material to which each com- 
pany is entitled, has been and is within the spirit and intent of sec- 
tion 701 (a), (b), and (c) under title 7 of Public Law 774, known to 
me as the Defense Production Act of 1950. 
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Counsel for the committee has requested us to supply information 
with regard to those adjustments. We have prepared a detailed state- 
ment setting forth all of this information and showing the adjust- 
ments granted. The difficulty with submitting this information for 
the record is that any such statement must necessarily contain figures 
which are confidential. If the committee will accept this information 
without inserting it in the public record or publishing or disclosing 
it in any way, I would be pleased to submit it at this time. 

Senator GILLetre. We would be very glad to receive it under those 
conditions. We realize that responsibility and it will not be made a 
part of the public record. 

It is received for the use of the subcommittee and is to be kept 
confidential. 

Mr. Spencer. I might say in explanation that those figures which 
have been submitted to this committee on this exhibit show the his- 
torical consumption by company for every company in this industry, 
and the adjusted base period for every company in this industry, as of 
March 30, 1951. It also shows, for convenience purposes in looking 
at these situations, percentages of each company—its percentage of 
the industry, so that you can get a quick glance of what the historical 
base consumption actually was, and what it is after 3 months of 
“Spencer.” 

For the convenience of the committee, however, and for the record, 
I have caused to be prepared a summary which does not specifically 
identify any individual company, which I herewith submit as exhibit 
A to this statement. 

Senator Guerre. That summarization is to be part of the public 
record of the hearing? 

Mr. Srencer. Yes, sir. 

Senator Guterre. The reporter will include it at the conclusion of 
this statement. 

Mr. Spencer. This covers the adjustments granted as a result of 
the general review of all companies’ base-period consumption in keep- 
ing with the Administrator’s letter of February 19, 1951, and through 
March 30, 1951. 

Note the effect of post-February 19, 1951, adjustments by each group 
of companies. 

I would like to point out from the historical base that you notice 
from the Big Four companies, that their historical consumption was 
as the figures are shown, and what it is as of today, in line 1, shown 
opposite the Big Four. 

In the second line, 82 other large companies, this same figure, show- 
ing their historical base and what it is, as of today. 

Dropping down, we show 418 companies over 100,000 adjusted base. 
We would like to show that those bases have increased, as the figures 
show. 

I believe I am safe in using percentages of these companies by group 
and [ think it might be of interest to you, to have me comment on 
them. 

For example, in the historical period, the Big Four consumed 59.0372 
percent of all new rubber consumed. As of March 30, 1951, those bases 
have been adjusted downward to 56.6537, of all rubber that is to be 
consumed. 
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The 82 next largest companies in the historical period had 29.95 per- 
cent. They now have 29.44 percent. 

Those 418 companies who have consumed over 100,000 but are 
smaller than the next 82 largest, in the base period consumed 10.722 
percent. They have been adjusted as of today, to 11.44 percent. 

The 377 companies whose consumption is less than 100,000 pounds 
of new rubber annually have been increased from a base-period per- 
centage of cons sumption of 0.29 to 0.67 percent. 

I would like to show you in the table at the bottom, as of January 
95, 1951, ~ the Big Four companies had all been adjusted. As of 
March 30, 1951, only one of those Big Four companies had been ad 
justed. 

As my prepared statement says, the four major rubber companies, 
with the exception of Goodrich, which was granted an adjustment be- 
cause of a prolonged strike during the base period, have received 
no adjustments over their actual base-period consumption. 

Mr. Suaver. I am sorry to interrupt you there, Mr. Spencer. You 
say they have received no adjustment “over” the actual base period. 
You mean they have not been adjusted over the base-period figure 
which was set out: is that right ? 

Mr. Spencer. They have not received an adjustment beyond their 
actual consumption for the base period. None whatever. 

In the other large group which comprises 82 companies, just as I 
mentioned at the top of the table. as of January 25, 1951, 73 com- 
panies had been adjusted. Nine had not been adjusted. 

As of March 30, 1951, using the same 82 companies, 26 had been 
adjusted and 56 had not been adjusted. 

Dropping down to the bottom of the table, in the medium and 
small group, as of January 25, 1951, 464 companies had been ad- 
justed. Two hundred and forty-six companies had not been ad- 
justed. Comparing those figures to the performance since the basis 
was reestablished, those over 100.000 consumption, consisting of 418 
companies, 194 companies have been adjusted. Two hundred and 
twenty-four have not -been adjusted. 

Those 377 companies which consumed less than 100,000 pounds per 
annum, have all been adjusted by executive action, in the order it- 
self. 

Senator Girerre. Mr. Spencer, may I just interrupt you there so 
I can understand this: The tabulation at the bottom of the page from 
whic h you have just been reading states that as of January 25, when 
73 other companies had been adjusted and 9 not, and as of March 

30, 26 had been adjusted. Do vou mean adjustments have been made 
subseque nt to the January figure? 

Mr. Srencer. We reviewed the actual consumption and started 
afresh, Senator, from the companies’ actual consumption records. 

Senator Giuterre. When you had adjusted as of January 25, you 
adjusted 73 and 26 that you were referring to in March, were these 
same companies that received an additional adjustment ? 

Mr. Spencer. They were part of the 73 which had been adjusted 
previously. The difference in those figures has not been adjusted by 
us. 

I don’t believe it is clear to you yet, sir. 

Senator Gitterre. No, it is not. 
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Mr. Srencer. There were 73 COMpal le 1 that eat ‘Ory 7% ho 
been adjusted under the standards prior to February 19. Now 
went back to the base period fieure a a2 le l all of those 
panies and out of the same 82 companies which had ae 
ceived 73 adjustments, only 26 of them were entitled to adju 
under our present stan dar ds 

Senator Giuuerre. The 26 represent part of that same 
companies f 

Mr. Spencer. Yes, sir. They are 26 of the same companies. The 
3i¢ companies, Senator, which used less than 100,000 pounds per 
annum, are automatically entitled to that now under the provisions 
of the order. ‘There is no nece sity for them to come to Wa 
in any way, insofar as NPA is concerned, to enable them to use up 
to that figure, regardless of what they might have received her 
tofore. 

I wanted to take time out to explain those to you, aside from my 
prepared statement. I have covered these generally and now I would 
like to read my statement which will sum up what I have explained 
to you, without the prepared statement : 

The four aiden rubber companies, with the e xception of Good 
ric . which was granted an adjustment because of a prolonged strike 
during the base period, have received no adjustinents over the actual 
base period. 

That 26 other large companies received favorable adjustments. 

That 194 companies in the small and medium group which con- 
sume in excess of 100,000 have been favorably adjusted. 

That 377 very small consumers—42 percent of the total com- 
panies—whose annual consumption of all types of rubber is less than 
100,000 pounds, were exempted under the M-2 order as amended 
March 1, 1951, so that they are free to consume up to this quantity, 
regardless of how small an amount they would otherwise have been 
permitted. Furthermore, allocations of synthetic rubber to insure 
that this group of companies may operate freely and without admin- 
istrative hindrance in any manner are established with Rubber Re- 
serve. In this way their share of Government-produced synthetic 
rubber is available simply upon presentation of a purchase order to 
Rubber Reserve. 

We have tried to take out all the red tape incidental to their opera- 
tion insofar as Government controls are concerned. 

In addition and as a result of the action taken on February 19, 1951, 
255 small and medium size companies who were operating under the 
order and who had received no adjustment prior to March benefited by 
reason of the fact that their permitted consumption was increase« 
from 76 percent of their base to 95 percent effective March 

In other words, those companies had not received any adjustments 
under the previous system, and their base had the same treatment as 
that of all other companies, so that they had progressively reduced 
to 76 percent of their base. Now since their base had not changed, 
they were gradually going down. They could only use 76 percent of 
whatever base was on record. By reason of lowering the total indus- 
try base those companies which had not received any adjustment 
were then enabled to use 95 percent of their base, whatever their base 
may have been. 
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From the foregoing, it is clear that adjustments for abnormalities in 
the base period have been handled with liberal regard to medium and 
small business. 

An examination of the figures which would show the relative posi- 
tion of each company in the industry for the calendar years 1948, 
1949, and for the fiscal year ending June 30, 1950, would disclose that 
the percentage of rubber consumed by each company over this 214- 
year period follows a fairly consistent pattern. We would be pleased 
to make those figures available, not for publication or other disclosure. 

Senator Gitterre. They will be received by the subcommittee with 
that understanding and under those conditions, to be used by the sub- 
committee, alone. 

Mr. Spencer. We have prepared a statement showing the base pe- 
riod consumption and the presently adjusted base period for each of 
the companies represented by testimony in these hearings. I am 
pleased to make these figures available, but again not for publication 
or other disclosure. 

Senator Gitietre. We will be glad to have them under the same 
conditions and with the same understanding. 

Mr. Spencer. I should just like to make a very short comment on 
these without reference to specific company figures, if I may. 

Of the 28 companies who have presented testimony at these hear- 
ings, 22 companies have received adjustments under the standards 
now in effect. The base period under which those 28 companies pre- 
sented their testimony had been previously increased by over 60 per- 
cent. Keeping in mind, sir, that the whole industry is operating at 
only 90 percent of the base, an examination of those companies’ figures, 
by company, will indicate to you the position from which they were 
speaking, as compared to the actual base period consumption, and 
where they stand now, under our present adjustments. 

As requested by counsel for the committee, I herewith hand you a 
list, exhibit B, of the persons who participated in any manner in the 
recent review of the base period consumption of new rubber by each 
company. A statement of background, experience, and scholastic 
qualifications of each of those individuals is given therein. 

Counsel also requested the names of consultants and advisors from 
rubber companies now engaged in some manner in rubber operations 
of NPA. I herewith hand you that list, exhibit C, showing the name 
of the company, the position of the individual with the company, and 
his position with the rubber division of NPA. You will note that all 
of these individuals function as consultants and advisors and none of 
them have executive status. 

The executive review of each company’s case is conducted by full- 
time Government employees only, who consult with the WOC con- 
sultants and advisors on duty with the rubber division. Those consul- 
tations concern technical matters and analytical questions concerning 
products, special operating practices, and type of machinery used in 
the rubber industry with which the Government analysts and reviewers 
are not intimately familiar. 

No less than three regular Government analysts review each and 
every application for adjustment and their recommendations are ex- 
amined by the director or his deputy as a final stop prior to approval 
or disapproval and notification to the company of the action taken 
with respect to its application for adjustment. 
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Senator Guerre. Those three Government analysts reviewed them 
independently ? 

Mr. Spencer. Yes, sir, independently and collectively. 

By so doing, we have the benefit of at least five opinions on each and 
every case. Ofttimes group consultations are necessary in order to 
insure that a uniform and consistent pattern is being followed with 
respect to each and every case. 

I should like to point out to the committee that even though there 
have been numerous adjustments, each and every adjustment is con- 
sidered a serious matter. It is serious from the standpoint of the 
applicant and it is serious because of the fact that the effect of such 
adjustments lowers availability of materials to all companies who 
have not received adjustments. 

I believe that those exhibits clearly demonstrate that within staff 
limitations, and heretofore inadequate working conditions, that han- 
dling of cases has been as expeditious as possible. You will note we 
have adjusted 598 cases since February 19, out of an industry of 881. 
While the service has not been good in all cases, we think we have 
covered a lot of ground. 

Our regret is that we have not been able to handle each and every 
case within a matter of days. By mid-April we believe we will be 
in position to process applications within a relatively short time. It 
is our objective that a reply to each application will leave Washington 
within 1 week of receipt. 

The exhibits further indicate that our actions have been definitely 
favorable to small business. The question of degree of adjustment 
under different circumstances is a matter of judgment after consid- 
eration of all the facts available to us. We would be surprised indeed 
if everyone were completely satisfied with the adjustments they 
receive. 

The fundamental problem is of course that there is insufficient new 
rubber hydrocarbon of all types available for distribution to meet 
the present demand. For example, the material available to the rub- 
ber industry is eens 90 percent of the amount of material 
that was consumed in the base period. On the other hand, the gen- 
eral industrial index of the country is operating at approximately 
120 percent of the 1949-50 fiscal year. This gap is pinching rubber 
goods suppliers in every field. The rubber manufacturer is at a dis- 
tinct disadvantage compared to American industry as a whole. I 
can’t blame him at all for seeking additional rubber. I fervently: 
wish more could be made available to him. 

The statistics of rubber consumption by month through the fiscal 
_ ending June 30, 1950, and by month since that time, which have 

een previously supplied to the committee, indicate that rubber con- 
sumption was running at the rate of about 75,000 tons per month at 
the start of the 1949-50 fiscal year and gradually increased to a rate 
of 112,000 tons in June 1950—the last month of the base year period. 
These statistics show that consumption of new rubber increased in 
July, August, September, and reached a peak in October 1950 of over 
120,000 tons. April’s availability of rubber for general distribution 
is estimated at 81,000 tons. In addition to that figure, which is for 
general distribution, Senator, we have a reserve of 4,000 tons which 
we have set aside to handle MRO orders, and for special emergency 
cases that we cannot foresee. That is a total of 85,000 tons of dry 
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rubber, and in addition there is the approximately 4,000 tons of nat- 
ural latex. The availability figures represent 90 percent of the aver- 
age amount of rubber consumed during the base period per month. 

From the foregoing consumption records which reach a peak of 
120,090 tons in October 1950, it is clear that the rubber industry is 
geared to consume approximately one-third to one-fourth more new 
rubber for civilian purposes than is presently available. This can 
only mean shorter hours of work or lay-offs to the extent necessary 
to cover the deficiency between the previous high record production 
and 81,000 tons for the month of April. 

\ look at the future availability of civilian new rubber supply indi- 

‘ates that the succeeding months of 1950 may be even lower than the 

saath of April. This situation is brought about by the fact that all 
dry natural rubber imported in excess of 25,000 tons per month is 
earmarked for the stockpile and that defense requirements are rising 
in excess of the rate of increase of synthetic rubber production pres- 
ently estimated for the remainder of the year. By that I am saying 
that the military requirements are going up at a faster rate than the 
further increase that is expected from synthetic production. 

For the month of April we were successful in increasing the amount 
of dry natural rubber that may be consumed to 30,000 tons to offset 
the low synthetic rubber production for this month. In addition, a 
smal] reserve has been set aside in order to implement the maintenance, 
repair, and operating regulations for industrial rubber goods and to 
handle special programs of essentiality, such as food preservatives, 
natio al health items, special hardship cases, and other unforeseeable 
continge ncies. 

Appendix A to NPA Order M-2 covers the amount of natural rub- 
ber that may be consumed in any ooh product 

A special provision has been included in the April M-2 order which 
will permit the companies to use more natural rubber than the speci- 
fications allow in order to consume their full 90 percent of the base 
month!y period, despite the shortage of synthetic rubber. 

In ober words, Senator, we are using up to 90 percent by using 
extra natural rubber, if necessary, in view of the fact that synthetic 
cannot be obtained, and because April is a low month of synthetic 
production, because of difficulties in the synthetic plants. 

Several companies have stated that they have been unable to obtain 
synthetic rubber which is allocated. This is due to the fact that 
Rubber Reserve's inventory—presently under 10,000 tons—which is 
available to them for operating purposes, is less than the minimum 
required for them to give proper service. This means that Rubber 
Reserve has less than one week’s supply of material, consisting of over 
60 different types of synthetic rubber against which to fill orders for 
an industry consuming over 50,000 tons per month. 

We recognize this diffic ulty, but have felt that we were not justified 
in holding back synthetic rubber already in short supply for consump- 
tion by a starved rubber industry in order to build up the necessary 
20,000 to 25,000 tons of inventory required for Rubber Reserve to give 
adequate service to its customers. Even this amount is only 2 weeks’ 
supply and when divided over some 60 types, means that some cus- 
tomers will have to wait each month until the new rubber is produced 
before shipment can go forward from Rubber Reserve. It is hoped 
that the improved production process recently discovered by Good- 





RUBBER SURVEY 427 


year and made available to Rubber Reserve, or the General process— 
not yet avail sble—wil enable Rubber Reserve to increase its output 
by approximately 2 2 percent. 

Lt is estimated that a 3 months’ period will elapse before the com- 
panies who are testing the first run of one-half million pounds of this 
new type of synthetic rubber will have obtained the necessary results 
pre ‘liminary to complete acceptance of this new material. In view 
of the unliklihood of obtaining additional natural rubber for con- 
sumption, this new process offers the only hope for increased rubber 
supplies in the near future. Assuming that this perocess is adopted 
and accomplishes a substantial increase in presently anticipated avail- 
ability of materials, we plan at that time to permit an accumulation 
of a minimum operating inventory so that Rubber Reserve can render 
prompt service. 

Many companies have suggested that allocations be made on a basis 
of essentiality of product. We are in general agreement with that 
objective and to that end have designed forms which are now in the 
process of being cleared with the Bureau of the Budget in order to 
obtain the necessary data from the companies to allocate rubber on 
an end-product essentiality basis. Presently the statistics in the rubber 
division are obtained from the companies only on the basis of materials 
used for “transportation items” and “for all other items.” This is not 
a sufficiently detailed breakdown to permit us to allocate by end- 
product essentiality. It is expected that the forms mentioned above 
will go forward to the comp: ules during April and that the necessary 
data will be supplied and in our hi ands by late May. Present plans 
are to allocate new rubber on an essentiality basis by July 1, 1951, 
provided that other divisions of NPA are ready to operate under a con- 
trolled materials plan by that date. In this connection, I point out 
that the rubber industry cannot by itself operate on an essentiality 
basis inasmuch as it produce es components required for other programs 
required by other industries. For example, the number of tires that 
is required for original equipment is determined by the number and 
type of original equipment vehicles to be manufactured. The same 
is true of refrigerators and other consumer durables. Therefore, these 
programs must be established simultaneously in order that we have 
allocation of rubber by end-product essentiality. 

What I am pointing out there, Senator, is that we cannot move 
alone. There must be a coordinated program based on the prime 
material that is being manufactured. 

One other thing I would like to pot out to the committee is that 
if we adopt allocation, on an essentiality basis, assuming our supply 
is still inadequate, you must be prepared to face the fact that many 
companies are going out of business. It is a step that should be con- 
sidered seriously. 

The statistical data necessary for the establishment of a special 
camelback program is beng assembled now and we plan to * ave such 
a program in effect as soon as possible. 

The basic problem has been and is the shortage of rubber. If syn- 
thetic rubber production increases or if stockpile requirements de- 
crease, the problem will be solved. 

I am not surprised that you received some 800 protesting letters and 
telegrams that consumers have less rubber available than they had in 
late 1950. I wouldn’t have been surprised if thousands of distributors, 
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dealers, and even the general public had wired anyone in position to 
assist them. We get numerous such wires dairly. 

I am happy to report that over the last week end, we moved into 
the new GAO Building in which we have adequate space for the pres- 
ent and will in time enjoy good working conditions. Also our staff 
has been and is being built up with the highest caliber of personnel 
available and we believe that this combination of circumstances will 
enable us to render better service as time goes along. 

We admit that we have made some mistakes; we shall sincerely try 
to lessen them as time goes by. You are assured that it is our constant 
objective to administer the rubber division so as to make certain that 
everyone will receive equitable treatment. 

Senator Gruterre. Thank you very much, Mr. Spencer. 

I regret that times does not permit the Senators to be here and 
immediately ask you the questions that they may have in mind. You 
have made a very excellent statement, which will be very helpful to us. 

Thank you very much. 

The subcommittee will rise and reassemble at 10 o’clock tomorrow 
morning. 

(Whereupon, at 12:07 p. m., the subcommittee recessed, to recon- 
vene at 10a. m., Thursday, April 5, 1951.) 

(Exhibits A, B, and C referred to by Mr. Spencer are as follows:) 


ExHIBIT A 


Summary—Total new rubber consumption (excluding natural later) historical 
base year July 1949-June 1950 and as adjusted Mar. 80, 1951 


Historical Adjusted as of Mar. 30, 1951 


Number of companies 


Percent of 
Pounds total 


Pounds 


I a ale .-| 1,381, 626,913 59.0372 | 1,395, 626, 913 
82 other large 700, 948, 589 29. 9516 725, 339, 204 


86 total large : 2, 082, 575, 502 88.9888 | 2, 120, 966, 117 
Medium and smail: 

418 over 100,000 adjusted base 250, 941, 547 281, 854, 246 

377 100,000 and under adjusted base 6, 749, 124 2884 16, 513, O11 


IE Sct ccdtinecncnusmsceadesGa deans 2, 340, 266, 173 ; 2, 419, 333, 374 
Reserves: 

100,000 and under companies 21, 186, 989 

Future adjustments 22, 915, 157 





Grand total 2, 340, 206, 173 | 100. 0000 | 2, 463, 435,520} 100.0000 


Adjustments made to historical base year, number of companies 


As of Jan. 25, 1951 As of Mar. 30, 1951 


Company group Total 


Adjusted pooke com- | Adjusted ar 


Big Four..-_. 
Other large 


Total large _- 
Medium and small: 
Over 100,000 adjusted base 
100,000 and under adjusted base_---.-- 


Total companies. 





RUBBER SURVEY 429 


Pxursir B 


NATIONAL PRODUCTION AUTHORITY INDUSTRY OPERATIONS BUREAU DIVISION—PER 
ANNUM APPOINTMENTS 


Holt, Everett G., age 56, B. D. economics, Colby University, Waterville, Maine; 
L, L. B., George Washington University, 1921. 

Experience: Rubber analyst and adviser to various Government agencies since 
1921, chiefly in Commerce Department, serving from research writer to rubber 
adviser. Presently inter-Government agency liaison representative for the 
Rubber Division, NPA. 

James, Herbert M., age 65, graduated cum laude New York University. 

Experience: 1942 to present, WPB Office of Rubber Director as Chief of Sta- 
tistics (now Consumption and Inventories) ; 11 years as cost accountant with 
United States Tariff Commission and Securities and Exchange Commission; 10 
years with United States Rubber as assistant comptroller, and assistant to 
executive vice president. 

Kelly, E. D., age 40, B. S. (engineering) University of Maryland. 

Experience: 1951, Assistant Director, Rubber Division, NPA; 1948-51, deputy 
director, program methods control staff of Economic Cooperation Adminis- 
tration ; 1946-48, sales representative, American Machine & Foundry Co.; 1941— 
46, War Production Board, as analyst, Assistant Chief and Chief in the PRB, 
Controlled Material Plan, Canadian Division, Lumber Division. In 1944 joined 
the Rubber Bureau, served as Assistant to the Director, Assistant Director for 
Staff Services, and Deputy Director. 

Overley, S. Earle, age 61, B. 8S. degree in economics, College of Wooster. 

Experience: 1942 to present, United States Government; economic analyst 
on rubber ; Chief, Rubber Section, Department of Commerce, Bureau of Foreign 
and Domestic Commerce; NPA Rubber Division; 1930-38, Sinclair Refining Co., 
manager and supervisor service station personnel; operated bulk plant; 1912-29, 
Goodyear Tire & Rubber Co., branch sales supervisor ; assistant district manager 
and district manager with Domes organization; assistant manager and manager 
with the export organization. 

Wade, W. Earl, age 31, A. B. in economics, Duke University. 

Experience: 10 years with the United States Government ; 1946 to present, WPB 
Office of Rubber Director and its successor agencies as a statistician, economist, 
presently Chief, Rubber Usage Section; 1942-46, military duty, United States 
Navy ; 1941-42, business analyst, Office of Rubber Director, WPB. 

Waldron, Lester J., age 63, B. A. in economics, Dartmouth College. 

Experience: 1950 to present, industrial analyst NPA, Rubber Division; 1949- 
50, partner, Waldron Tire Co.; 1942-46, Dayton Rubber Co., partner; 1941 to 
October 1942, industrial specialist, WPB, Office of Rubber Director; 191541, 
general sales manager, Pennsylvania Rubber Co. 

Webster, Edward J., Jr., age 34, Yale University (2 years industrial adminis- 
tration) ; George Washington University, 1 year special studies. 

Experience: November 1950 to present, Chief, Adjustment Review Staff; 1948- 
50, International B. F. Goodrich Co., foreign sales of all products, operating 
liaison with foreign factories and foreign governments ; 1947-48, executive secre- 
tary, International Trade Association, Inc. (a nonprofit service organization for 
promotion of foreign trade) ; 1945-47, military duty, Army; 1943-45, WPB, Office 
of Rubber Director, Chief of Appeals Staff; Secretary of Appeals Board ; 1940-43, 
Select-O-Phone Co., factory representative in charge of Washington district. 

Miller, Aden R., age 62, graduate of Purdue University. 

Experience: 1950 to present, Chief Material Requirements and Production 
Branch, Rubber Division, NPA; 194449, WPB, Office of Rubber Director and 
successor agencies as assistant priorities officer; Chief, Technical Section; End- 
Product Supervisor; Chief Consultant, Mechanical Rubber Goods, Wire and 
Cable; 1942-44, sales manager and engineer, Rubber Millers, Inc. ; 1912-42, B. F. 
Goodrich Co., engineering, Government and railroad test department; sales 
engineering rubber-lined equipment. 

Buehl, Carl L., age 64. 

Experience: November 1950 to present, Chief Material Allocation Branch, 
Rubber Division; November 1947-50, Goodyear Tire & Rubber Co., assistant 
district manager, retail store supervisor, assistant to vice president and sales 
manager; 1942-47, War Production Board, Office of Rubber Director and its 
successor agencies as Chief, Rubber Control Section; 1911-42, Goodyear Tire & 
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Rubber Co. in various executive positions, such as president and general manager 
of subsidiary companies, ete. 

Drimmer, Saule E., age 35, B. 8S. in economics, George Washington University. 

Experience: Thirteen years with the United States Government; 1946 to 
present, WPB, Office of Rubber Director and its successor agencies as a statisti- 
cian, economist, and presently Chief, Industry Report Processing and Statistical 
Processing Section; 1946-46, military duty, Air Force; 1942-43, WPB, Copper 
Division, statistician; 1941-41, engineer, Washington Navy Yard; 1936-41, clerk, 
Railroad Retirement Board. 

Diddle, George A., age 60, 1 year preparatory school, 2 years Pace Institute of 
Accounting. 

Experience: March 1951 to present, commodity industrial analyst, Rubber 
Division, Material Allocation Branch; 1947 to March 1951, business for self 
(private consultant) ; April 1947 to December 1947, treasurer-comptroller, Bridge- 
port Safety Emery Wheel Co.; July 1946 to February, 1947, treasurer-comp- 
troller, Allied Engineering Corp., Aero Industries Corp.; January 1945 to April 
1945, manager, finance and accounting, George A. Fuller Co.; April 1941 to 
December 1944, comptroller, contractors, Pacific naval air bases; January 1940 
to April 1941, investigator, Frank T. Andrews; July 1937 to December 1939, 
treasurer and general sales manager, Slater Blectric & Manufacturing Co.; 
June 1935 to July 1937, accountant, J. Hathaway Pope (underwriters) ; Septem- 
ber 1935 to February 1936, assistant to treasurer (export division), General 
Motors Corp.; May 1919 to April 1935, assistant to vice president and manu- 
facturing manager, comptroller and assistant to the president, Kelly-Springfield 
Tire Co. 

Harris, Edwin A., age 39, 2 years, business administration, Temple University ; 
4 years, civil engineering, Polytechnic Institute (1931-35). 

Experience: March 1951 to present, special assistant to Director, Rubber 
Division; April 1950 to January 1951, project manager, Fraizer-Simplex Inter- 
national Corp.; 19386 to August 1949, associated with United States Rubber Co. 
in tire sales department; merchandising and sales of mechanical rubber goods; 
assistant sales manager, Santiago, Chile; special representative in Lima, Peru; 
vice president and general manager, Mexico City; assistant project manager, 
Buenos Aires, Argentina; during the period 194344, on leave of absence from 
United States Rubber Co. for service with the Rubber Development Corp. in 
Lima Peru; 1935-386, draughtsman and typestamper ; 1930-31, engineering assist- 
ant with Board of Transportation, City of New York. 

Miller, Frederick H., age 67, graduated Cornell University, 1905, degree in 
mechanical engineering. 

Experience: Mareh 1951 to present, commodity industrial analyst, Facilities 
Section, Rubber Division; 1945-51, engineer, Federal Communication Commis- 
sion; 1942-45, civilian engineer, United States Signal Corps; 1986-42, commer- 
cial salesman, B. F. Goodrich Co. ; 1931-32, manager, Master Tire Co.; 1927-31, 
owner, Fred Miller Tire Co.; 1925-27, sales manager, Universal Rubber Co.; 
1922-25, branch manager, Miller Rubber Co.;: 1p)1! 22, staff of goneral manager, 
Miller Rubber Co.; 1917-19, partner and manager of Fay, Miller & Youngs; 
1905-17, plant engineer, New York Telephone Co. 

Yule, George G., age 59, B. S. 1914 from Yale University. 

Experience: March 1951 to present, commodity industrial analyst, Rubber 
Division; 1940-50, self-employed, investment counsellor, industry onky; 1947- 
19, eastern sales distributor, Bready Garden Tractor Co.; 1946-47, district man- 
ager, War Assets Administration, Pittsburgh, Pa.; 1942-45, War Production 
Board, Regulation Chief, Office of Civilian Requirements; manager, priorities, 
Cleveland, Ohio; Assistant Deputy Regional Director, Cleveland, Ohio (PRP and 
CMP) ; 1940-42, self-employed, experimental and development, patented tubular 
steel hand truck; 1932-40, Yule Supply Co., president, industrial supplies ; 1930— 
32, Fidelity Investment Co., salesman; 1925-80, Knight-Morris-Gibbs Co., vice 
president, real estate; 1919-25, Falls Rubber Co., vice president and sales man- 
ager; 1917-18, United States Air Corps; 1914-17, Goodyear Tire & Rubber, 
experimental engineer. 
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THURSDAY, APRIL 5, 1951 


Untrep States SENATE, 
SUBCOMMITTEE ON RuBBER OF THE 
SeL.ecr CoMMITTEE ON SMALL Bustness, 
Washington, D; 0. 

The subcommittee met, pursuant to recess at 10 a. m., room 457, Sen- 
ate Office Building, Washington, D. C., Hon. Guy M. Gillette (chair- 
man of the subcommittee) presiding. 

Present: Senators Gillette, Thye, and Long. 

Also present: Mr. Shaver. 

Senator GiiLerre. The subcommittee will come to order. 

When the subcommittee recessed yesterday, Mr. Spencer was on 
the stand and had almost completed his testimony. Was there some- 
thing additional that you wished to present, Mr. Spencer? 


STATEMENT OF LELAND E. SPENCER, DIRECTOR, RUBBER DIVISION, 
NATIONAL PRODUCTION AUTHORITY—Resumed 


Mr. Spencer. Yes, sir, Senator. 


I should like to present a reconciliation statement in reply to your 
verbal request in the closed session that we had Monday. I would like 
to present those to you in the same confidence as previous figures by 
companies have been presented. 

Senator GILLeTTe. ba He not to be a part of the record, but are 


to be available to the members of the committee as confidential matter? 

Mr. Spencer. That is correct, sir. 

Senator Gittetre. We will be glad to receive them. 

Because of the fact that we want to hear some other witnesses today, 
men who have come from a considerable distance, I wonder if we can 
excuse you, Mr. Spencer, until Monday, to return Monday. It will 
enable us to hear some of these other witnesses who have to be back 
heme. We are not going to be able to have a meeting tomorrow. 

We will excuse you and hope you will come back and see us Monday. 

Mr. Spencer. Thank you very much, sir. 

Senator Gutette. Mr. W. B. Higbee. 

Do you have a prepared statement? 

Mr. Hiezer. Yes, sir, I have. 

Senator Gitterre. Will you give your name and official connection ? 


STATEMENT OF WENDELL B. HIGBEE, SOUTHWESTERN RUBBER 
CO., LOS ANGELES, CALIF. 


Mr. Hiceerr. Senator Gillette, I am Wendell B. Higbee from the 
Southwestern Rubber Co. in Los Angeles, Calif. We manufacture 
solely, camelback and repair materials. We employ seven people. 
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The first paragraph I would like to review just a little to bring us 

up to our esti ablishe d | vase + riod. 

lo go back a little, we all know that the recapping industry reached 
an all-time high during World War II and many people who previ- 
ously were not well acquainted with the recapping of tires b ecame ver) 
familiar with 3 ft since it was actually recapping that kept civilian cars 
moving, as well as aiding in the war effort. 

When the ware ae d and new tires became available, so many people 
had recapped tire casing so many times that they really neede sd to pur 
chase new tires. Due to this effect recap ping and camelback sales 
dropped off so sharply it was as though a knife had cut it. 

‘The year 1947 was very poor for Southwestern Rubber Co. and 194s 
was little better. The approach of normal operation began in 1949 
and early 1950 and, unfortunately, this period was established as the 
base period on which to base allocations. During this time natura! 
crude rubber was selling for almost half the price of synthetic rubber 
and about half of our camelback production was from natural rubber. 
This also tended to lower our synthetic consumption and when the 
base period for synthetic rubber was established we had very little to 
work from. 

The effect of the Korean situation and Government restrictions on 
rubber, of course, has stimulated recapping considerably ; also, we are 
located in probably the heaviest recapping area in the United States, 
namely, California. We service some 200 recapping shops in Cali- 
fornia, Ne ‘ada, and Arizona. All of these customers have had to 
buy rubber from other companies since we could not begin to supply 
them with enough rubber for their needs. Unfortunately, natural 
rubber rose to a new high in cost and, in fact, it priced itself right 
out of the market as far as using it for camelback. This, of course, 
lowered our allowable consumption more. Other rubber companies 
are selling our customers camelback, which is new business to them, 
whereas we cannot take on new business as we cannot even begin to 
supply our regular customers’ needs. 

Now, it is true that the allocation program is supposed to be the 
same for all rubber companies; that is, the pattern is based on the 
established base period. However, it is our contention that no one 
rule will work for all companies under any conditions. We are shut 
down better than two-thirds of the month due to lack of rubber and 
it is doubtful if there is another camelback manufacturer in California 
who is idle that much time. We only make one type of material and 
that is camelback and repair materials where some of the larger com- 
panies make many different items. 

We are very much aware of the critical shortage of rubber at this 
time. However, if we are cut one or two more times. we may be 
forced to suspend business, where the larger companies can con- 
tinue. We do not expect to get all the rubber we can use, but we 
would like to at least be able to get enough to operate a reasonable 
length ey time during each month. We can increase our production 
four or five times with the same personnel if we could get the ma- 
terial, Recapping is a fine conservation measure; yet, we have not 
been permitted to take much of a part in it since the allocation pro- 
gram. 

I would like to add there, Senator, that during the month of March 
there were 172 working hours, where we processed rubber only 40 
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hours out of the month of March. In other words, that is a little 
less than a quarter of the whole month. 

Senator Gruzerre.. That was due entirely to your lack of materials? 

Mr. Hierer. Yes, sir. 

In summarizing, we want to state that we believe that the present 
allocation program has been a hardship on us and other small rubber 
manufacturers, and it is very difficult for us to understand why our 
appeal for relief was not granted. 

This has gone on month after month, and the outcome has always 
been the Same > No help. It is hoped that the investigation of this 
committee will bring to hight some equitable means of distributing y 
synthetic rubber so that all the companies can operate with some 
degree of efliciency and a few will not suffer from the effects of being 
lost in the shufile. 

Senator Gitterre. Your statement indicates that you have filed 
appeals for adjustment. 

Mr. Hicrer. Yes: we have. 

Senator Gintetre. More than once? 

Mr. Hicser. About three times, Senator. 

Senator Gitterre. And you have received no relief ? 

Mr. Hicser. No relief yet; no. 

Senator Gruterre. What explanation has been given to you? 

Mr. Hieser. There has been no explanation. 

Senator Giutterre. You have received answers? 

Mr. Hicper. Yes: answers. 

In other words, our base period, we felt, was exceptionally low and 
we have asked for an adjustment on our base period in order to give 
us a little more to work from, and each reply has been the same. In 
other words, they have not changed our base period one bit. 

Senator Guterre. There is just a couple of questions I want to 
ask you here which do not deal directly with your problem, but they 
are of importance to the work the committee is doing. 

You state—referring to the period 1949-50—“during this period 
natural crude rubber was selling for almost half the price of synthetic 
rubber, and about half of camelback production was from natural 
rubber.” 

Was that because of the fact that the natural rubber was the 
cheaper material ¢ 

Mr. Hieser. Partly so, and also we have a lot of big truck accounts 
in California who wanted natural-rubber camelback. 

Senator Gitterre. Do you have, in your recollection, any figures 
as to the price of synthetic rubber or the relative price of synthetic 
rubber and natural rubber during that period ? 

Mr. Hierer. Synthetic was running about 19.7, and crude at the 
start of 1950 was as low as 12 cents and 14 cents a pound. 

Senator Giitterre. From whom were you buying your crude? 

Mr. Hicerr. Through rubber brokers, as most of the e ompanies did. 

Senator Giuterre. At that time the Government was not in it? 

Mr. Hieser. No; they were not handling crude rubber. 

Senator Gunzerre. On page 2 you say, unfortunately, the natural 
rubber rose to a new high in cost and, in fact, forced itself right out 
of the market for use as camelback. 

Do you remember when that period occurred, when the price of 
natural rubber rose so m: irkedly ? 
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Mr. Hicsee. I think it was the latter part of 1950. Someone prob- 
ably could correct me on that. 

Senator Guterrr. It was after we had been engaged in Korea? 

Mr. Hicser. Yes. I think it was shortly after the allocation pro- 
gram went on that it began to show a sharp rise. 

Senator Gittetre. Was it at that time in the control of the United 
States Government? 

Mr. Hieser. No, sir. That control has only been in the last 60 
days. 

Senator Giuierre. In the last 60 days? 

Mr. Hieser. Yes. 

Senator Gitterre. But the price shot right up? 

Mr. Hiepex. Right up to an all-time high, I believe, since World 
War I. 

Senator Grtterre. And about what figure was it? 

Mr. Hieser. It went as high as 90 cents a pound. 

Senator Gitterre. It jumped from 12 cents to 90 cents? 

Mr. Hieser. That is right. I am talking about No. 1 rib smoked 
sheets. 

Senator Guerre. The grade does not matter; it is the relative 
price. It jumped from 12 cents to 90 cents a pound ¢ 

Mr. Hicser. Yes, sir. 

Mr. Suaver. What 12-month period would have been your best 
base ¢ 

Mr. Hicser. It would have been none, counsel, because we really 
have had no chance to operate normally since the war. In other words, 
it dropped off so sharply that we operated at a low figure, and then 
when we began to claim, of course, we have been restricted ever since; 
and, so far as Southwestern Rubber Co. is concerned, I cannot see 
where any base period, to use as a base period, would have been a fair 
and equitable way of determining what you should have because at 
that time the major rubber companies were selling tires in tremendous 
quantities, because the people had to buy them. We expected them 
to have to buy new tires. But the consumption of rubber would, of 
course, have been a large gap, proportionately. 

Mr. Suaver. I would like to read this paragraph here and then 
ask you a question. This is a letter from Mr. Manly Fleischmann, to 
Senator Gillette, dated April 12,1951. I want to read one paragraph 
of the letter. 

We are continuing the requirement for increased production of camelback by 
multiple-operation companies, and because the further production of this mate- 
rial is essential to the conservation of existing tires whose lives may be greatly 
prolonged by recapping. We are making administrative arrangements to pro 
vide for an additional allocation of rubber in April to single-operation producers 
of camelback. 

Were you aware of this statement of policy by Mr. Fleischmann ? 

Mr. Hicxer. No, sir; I just heard it since I have been in Washing: 
ton. 

Mr. Suaver. Have you talked to any member of the staff of NPA 
following your receipt of knowledge of this? 

Mr. Hieser. I talked for a few minutes with Mr. Woolridge, but 
he did nor mention it. 

Mr. Suaver. I wanted to find out how soon these administrative 
arrangements can be made and what steps are being taken at the 
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moment to bring the information to the attention of representatives 
of small rubber companies while they are in the city. 

Apparently they have not even indicated to you what they intend 
to do. 

Mr. Hieser. I will goto NPA and talk tothem. I will probably get 
that information, yes, sir. 

Mr. Suaver. I would suggest you talk to them, because I feel sure 
neither of you have had an opportunity to learn what steps can 
be taken in this regard. I would make that suggestion to you. 

Mr. Hicser. Very well. 

Senator Gitterre. That is all, Mr. Higbee. 

We thank you very much. 

Mr. Hicser. Thank you, sir. 

Senator Gitterre. Dr. Shybekay. 


STATEMENT OF DERSO SEBEOK SHYBEKAY, PRESIDENT, 
INDUSTRIAL RESEARCH COUNCIL OF AMERICA 


Mr. Suypekay. My name is Dr. Derso Sebeok Shybekay. I am a 
registered professional engineer, registered in 29 States of the United 
States of America. I am a royal fellow of the British Royal Society 
of Engineers. I am president of the Industrial Research Council of 
America. 

Senator Guerre. You are president of the Industrial Research 
Council of America ? 

Mr. Suypekay. Yes, sir. 

Our organization is rather instrumental in research development 
and utilization of peat, lignite, and byproducts. We have in the 
United States of America 15.5 billion metric tons—please do not be 
mistaken. “Billion” metric tons and not “million”—we speak today 
in billions—and we made elaborate studies of the byproducts. 

We found that we can produce from peat carbon black, carbon black 
being one of the most important ingredients of synthetic rubber. We 
do not have the means and the tremendous amount of money. This 
invention costs us a couple hundred thousand dollars. 

We went to the Big Four. We tried to get some results and some 
arrangements with the Big Four. They told us if we will reveal our 
procedure they will go along with us. 

I do not think that there is a sensible businessman who will reveal 
his procedure or his invention before some arrangements are made. 

Senator Gitterre. To whom did you go for financing? 

Mr. Suypexay. To one of the Big Four. I do not care to mention 
the name. 

Senator Gititerre. These were private companies? 

Mr. Suysexay. Private companies. 

We went to the RFC. We revealed our procedure to the RFC. 
Verbally we were told the procedure is feasible and economical and 
there their consideration stopped. 

Now, Senator, I believe that carbon black produced from peat can 
solve the whole situation for the small rubber companies. We made 
several times, publicly, the statement that we do not want to make any 
profit from our procedure. We are ready to go along with the small 
companies who make agreements with us. 
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Now, this can be the solution that way: We have the raw material 
for this carbon black and we have the procedure. I am not a lawyer. 
If there is a possibility that carbon black and synthetic rubber pro- 
duced from domestic peat can be exempt from the NPA, the small 
rubber companies can get the synthetic rubber without NPA inter- 
vention. 

Senator Gitterre. Let me ask you a couple of questions. 

Mr. Suypekay. Yes, sir. 

Senator Gituerre. You say that with your process carbon black is 
obtained from peat which can be used as a source of synthetic rubber ? 

Mr. Suypekay. That is correct. 

Senator Gitterre. Has that any connection with the process that 
is used through the mixture of butadiene and styrene 4 

Mr. Suypekay. Yes, it is. 

Senator Gitterre. What do you obtain from this carbon black? 
Do you obtain the butadiene? 

Mr. Suypekay. Yes, sir. 

Sir, here I have a copy of the Congressional Record, in which we 
dug out some legislative material from the Library of Congress. 

We found that the Soviet Union is already producing from peat 
carbon black and synthetic rubber. I do not want to include it, but 
may I refer to this Congressional Record ? 

When the Soviet Union can do it and do it successfully, why can we 
not do it? 

Senator Gitterre. You want to retain the sheet you have in your 
hand ¢ 

Mr. Suysexay. No, I present it for the record. 

Senator Gitterre. Very well. 

(Single sheet from Congressional Record of the Eighty-first Con- 
gress, second session, headed “Development of peat resources,” is as 
follows:) 


DEVELOPMENT OF PEAT REsouRCES—SPEECH oF Hon. Frep MARSHALL, OF MINNE- 
SOTA, IN THE HoOvuSE oF REPRESENTATIVES, TUESDAY, Marcu 7, 1950 


Mr. MarsHary. Mr. Speaker, I have introduced H. R. 7330 to encourage the 
development of our peat resources. TI think it is imperative that the Members 
of the House be informed on the progress made in the utilization of peat; par- 
ticularly in Russia and Great Britain. 

I think the following translations of Russian newspaper accounts and govern- 
ment reports on peat development merit our attention, With our great untapped 
peat resources, this progress is open to us in the interest of our national economy, 
national defense, and national security. 


[From Pravda of July 6, 1947] 


Moscow, Leningrad, Gorki, Yaroslavl, Ivanovo, and a number of other indus- 
trial centers met their needs for electric power to a large degree from stations 
operating on peat as a fuel. Peat is also used for municipal heating, and the 
textile industry has heavy demands for it. The season for peat extraction is half 
over. The production plan is being fulfilled but the process of peat drying is not 
being carried out satisfactorily. Poorly dried peat cannot be used. Several 
electric power stations met difficulties at the beginning of this year due to lack 
of fuel in spite of the fact that hundreds of thousands of tons of peat lay in the 
fields not far away, but was not in condition to be used. 


[From Pravda of April 23, 1948] 
THE TEMPOS OF PEAT PROCUREMENT MUST BE SPEEDED 


During the * * * months it will be necessary to stockpile millions of tons of 
peat for the national economy of our country. The chief consumers of peat are 
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our power plants. The Soviet Union occupies the first place in the world in 
regard to the amount of power generated by plants run on peat. Besides being 
used by power plants peat is also largely utilized by the textile, light, glass, and 
other branches of industry. The municipalities of many of our cities are using 
peat to heat hospitals, schools, and homes. 

The Soviet Government is paying great attention to the peat industry, its 
technieal servicing, the mechanization of its labor processes, and to the better- 
ment of the housing and living conditions of workers employed by the peat 
industry, and it demands a similar attitude toward this matter on the part of 
local organizations * * = *, 

Viadimir Ilyich Lenin, who believed in the great importance of the peat 
industry as a foundation for electrification, was the initiator of its mechaniza- 
tion. This branch of industry is utilizing at present the latest technical means, 
In particular, peat is obtained by the hydraulic method. This year much 
machinery of new design is going to be utilized, * * * excavators, and others, 

Last vear’s plan was not fulfilled, and this year’s plan likewise is endangered. 
Work of monumental proportions remains to be done this year, such as building 
55,000 square meters of new living space for the peat-industry workers. 

The seasonal character of the peat industry demands a planned approach to 
actual mass propaganda work. Every man and woman worker of the industry 
must be made to understand how important to the state is the work they 
perform. 

A new method of handling peat, developed this season in the Ural peat fields, 
U. S. S. R., utilizes a combination of dredge and electric spreading machine. 
The foreign press describes each unit as being composed of one four-row, multi- 
scoop excavator, and two electric spreading machines. ‘The peat moss is processed 
by the dredge after which the electrical machines form it into briquettes and 
spread them over the field. 

The unit, designed by the Institute of Mechanization of Peat Production, has 
a reported capacity of 200 cubic meters of peat moss an hour, which is 10 to 
12 times the capacity of the dredges alone. The new method requires only 
about one-third of the electric power and one-fifth the manpower used in the 
elevator system of peat excavation and an improved quality of product is claimed. 

Kleven of these machines have been built by Sverdlovsk Glavenergozapchasti 
and 1 by a special workshop of the Monetny peat enterprise. During the peat 
season this year, 45 dredges and 26 electrical spreading machines have been in 
operation on the peat fields on the Sverdlovsk oblast. 

Production of a peat-sucking portable crane is being started by the Works 
Collective of the Ivanovo Peat Machinery building plant which planned in the 
third quarter of 1945 to build three of these machines, each weighing 27 tons. 
In addition to beginning the production of the new peat sucking portable crane 
and a universal peat excavator, this plant’s pledge for 1945 was to treble the 
1944 output of peat equipment, including cranes, peat loaders, peat suction pumps, 
and spare parts. 

(Based on items in Trud, October 11; Izvestia, July 27; and Pravda, July 28 
1945 ) 


[from Trud, September 12, 1946] 


A newly built plant in the city of Sverdlovsk, the Urals, is now producing 
electric-powered combines for the Soviet peat industry. These combines press 
peat mixtures into briquettes and spread the briquettes over the field to dry. 
The capacity of the combines is 200 cubit meters of peat pulp per hour. 

The plant will build 40 of these combines a vear. 


[From U. S. S. R. Information Bulletin of July 80, 1947] 


Workers of the Peat Institute of the Byelorussian Academy of Sciences, under 
the direction of Professor Klimov and Engineer Chudnovsky, have developed a 
method for the complex utilization of peat as fuel for power stations and as 
raw material for synthetie gasoline. 

In the new process the peat is treated chemically and transformed into gaseous 
form before being sent to the power station. The power station thus receives 
excellent gaseous fuel, and what remains of the peat after gasification is used 
to make synthetie gasoline. 

The process of complex utilization of peat reduces the cost of synthetic- 
gasoline production by 18 percent and reduces the peat consumption in power 
stations by 380 to 35 percent. 
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UTILIZATION OF PEAT-——-ACTUAL AND POSSIBLE 


Fuel: Lump peat, peat briquettes, powdered peat, peat fuel oils, gas, gasoline, 
kerosene. 2 

Chemicals: Ammonia, paraffin, wax, methyl alcohol, acetic acid, asphalt, 
phenol, peat tar, cresols, Lysol, furfural. 

Agriculture: Fertilizers (composts, peat ashes), litter (moss) mulch, food 
yeast. 

Medicine: Surgical dressings (sphagnum). 

Metallurgy: For smelting pig iron in blast furnace and cupolas. 

Paper industry: Peat used in manufacture of paper. 

Construction: Base for artificial wood (torfite), bricks, or as a filler for clay 
bricks, for insulation. 

Miscellaneous: Lubricating oils, in the manufacture of varnishes and dyes, 
in cosmetics, benzine, antiscale solution for boilers, textile and building indus- 
tries. 

Experiments showed that in the processing of peat by artificial dehydration, 
the following byproducts can be obtained for every ton of finished peat product: 

Ethyl alcohol of 94.5 percent, 6-10 liters. 

Fodder yeast (pressed), 25-35 kilograms. 

Dry ice (earbon dioxide), 20-30 kilograms. 

Furfural, 1.5-3.0 kilograms. 

Methyl alcohol, 0.8—1.0 kilogram. 

Acetic acid, 1.0—-1.1 kilograms. 

Because of the fact that the above chemicals represent byproducts of the 
processing of peat, their cost of manufacture is less than that involved in regular 
production. 

The manufacturing processes for ethyl alcohol and yeast have been developed 
and checked in practice; the processes for the manufacture of dry ice, furfural, 
etc., have undergone only laboratory experimentation. 

Alcohol is obtained by the following process: 

The liquid obtained during the steaming of the peat flows into a container. 
It is then pumped into a sediment tank where it is freed of all peat particles. 
This is followed by neutralization with peat ash or lime while, after this, it is 
filtered in Prokska filters and heated (or cooled) to 30° C. 

Yeast for the fermentation of the liquid obtained from peat in the autoclaves 
is made in the Linder apparatus, in a mother-liquor vat, and in a fermenting 
tank. Fermentation of the liquid is done by repeated use of the ferment (20 
times). After fermentation, the liquid is distilled and rectified in a distillation 
apparatus with cooling coils. The alcohol produced in this manner is 94.5 percent 
by weight. 

In addition to alcohol, the distilling wash and liquid from steamed peat can 
yield fodder yeast by a process similar to the manufacture of alcohol. However, 
a special culture of veast produces pressed yeast with high-sugar content. 

As can be seen from the foregoing, the processes of manufacturing alcohol and 
yeast are similar to the usual alcohol and yeast production processes. 

It has been determined that the capital investment in 1 liter of alcohol amounts 
to 4 rubles, and the production cost is 1 ruble, 54 kopecks. The investment in 
1 kilogram of pressed yeast amounts to 40 kopecks and the estimated production 
cost is 830 kopecks. (M. I. Sarmatov, V. Y. Patsulo, and G. N. Sizov, the Floating 
Peat Plant, Peat Industry, No. 4, July-August 1945.) 

Water gas can be obtained from peat semicoke. Composition of the water gas 
obtained from peat semicoke is as follows: 

Ammonia also can be obtained from peat. According to the Soviet newspaper 
For Industrialization of October 11, 1946, there were in the U.S. S. R. “in process 
of construction a number of peat-chemical plants in which a large number of 
products were to be made, including ammonia.” (S. A. Tsurupov, The Peat 
Institute and Its Problems in 1946. The Peat Industry, No. 2, 1946 (summary).) 

The institute has at present 1,400 students, which is more than before the war. 
Beginning with 1945, 400 students will be accepted annually and at least 200 to 
250 engineers will graduate. In the next 3 to 4 years the number of students 
in the institute is expected to rise to at least 2,000. For more than 2 years the 
institute has had a preparatory section. 

The U. S. S. R. has two-thirds of the world’s peat reserves, the industrial 
reserves of peat in the country occupy the second place among other combustible 
mined fuel. In electric stations it forms 50 and sometimes almost 100 percent 
of the fuel supply, yet the country has only 700 to 800 engineers specializing in 
peat. This naturally impedes technical progress in that branch of industry. 
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The institute has now been granted the right to educate engineers for the peat 
industry in six specialties and from 1945 on has commenced educating engineers 
in three faculties—technological, mechanical, and building faculties. The in- 
stitute can, therefore, henceforth provide the peat industry with specialists in 
all the main branches necessary for its development. It remains to organize 
faculties for the chemical and thermic treatment of peat. A chemistry section 
has already been organized with prominent specialists in the gasifying and 
chemical treatment of peat, but a special faculty for the education of engineers 
specializing in these branches will be opened later in the year. 

As regards scientific work, the institute has been working mainly on theoretic 
problems connected with the development of the peat industry and new tech- 
nological schemes and methods. 

(These reports are taken from the Legislative Reference Service of the Library 
of Congress TP 360 on Peat Industry of the Soviet Union.) 


[From the Department of Scientific and Industrial Research report, The Winning, Harvest- 
ing, and Utilization of Peat, published by His Majesty's Stationery Office, 1948] 


UTILIZATION OF PEAT 


The principal uses for peat at the present time in Great Britain are as a fuel 
for domestic purposes, as peat-moss litter in agriculture, and as a soil ameliorant 
in horticulture. In other countries peat has found use industrially as a fuel 
for power generation by burning under steam boilers or gasification in producers. 
It has also been used industrially for the production of peat coke which was 
used as a producer fuel and for metallurgical purposes. Various other methods 
for the utilization of peat, e. g., as a heat-insulating and packing material, in the 
manufacture of paper and textiles, for coal-gas purification, for the production 
of alcohol, etc., have been exploited commercially. 

Peat is a very free-burning fuel which requires only a very low draught to 
maintain a satisfactory rate of combustion. In a modern well-type, open-hearth 
fireplace this can frequently be arranged by keeping closed the regulator admit- 
ting air under the fire, but it is sometimes necessary in addition to cover partially 
the bottom of the grate by means of a sheet of metal or tiles. There are now 
on the market in Eire a number of appliances which will burn peat satisfactorily. 


Use as industrial fuel for steam generation 


There are two main methods in which peat can be used industrially for steam- 
raising purposes. These are: 

(a) Burning to complete combusion under boilers, either in the form of air- 
dried blocks or coarse powder (milled peat) or as a dried pulverized fuel. 

(b) Complete gasification in producers, with or without recovery of byproducts, 
followed by combustion of the gas in gas-fired steam boilers. 

The use of peat fuel for steam raising at electricity generating stations has 
been developed on a large scale in the U. S. 8S. R. with apparently a considerable 
degree of success. The peat is obtained partly by the hydropeat process. In the 
northern and central districts of the U. S. S. R. where climatic conditions are not 
favorable for this process, the use of milled peat as a fuel has been developed. 
In 1933 approximately 30 percent of the power stations in operation in the 
U.S. S. R. were burning peat fuel, these stations having a capacity of over 1,000,- 
000 kilowatts. Under the second 5-year plan it was proposed to increase this 
eapacity to nearly 4,000,000 kilowatts. Larger power stations, each having a 
capacity of between 100,000 and 200,000 kilowatts, have been built at Shatura 
(Moscow), Dubrovka near Leningrad and at Balakna in the Gorki (Gorgres 
station). At these stations hydropeat or machine-formed air-dried peat is burned 
under water-tube boilers fitted with a special type of grate, known as the Maka- 
rev shaft-chain grate. This grate is a combination of gas producer and chain 
grate. The peat is fed from bunkers into a shaft through which preheated air is 
passed. The more volatile constituents of the peat pass through suitable open- 
ings into the main combustion chamber, and peat reaching the bottom of the 
shaft discharges onto the chain grate. The most satisfactory results have been 
obtained in this system when using peat containing about 30 percent of moisture. 

An alternative method by which peat can be used in solid form for steam- 
raising purposes is to burn it in a pulverized fuel system. In Sweden pulverized 
peat from a works at Vislanda has been used for locomotive firing on certain sec- 
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tions of the state railway. The results of tests have been published and indicate 
that the method adopted was satisfactory. Using peat having a calorific value 
of 7,740 B. t. u. per pound, 4.7 pounds of steam per pound of peat were produced. 

Utilization of peat for purposes other than as a fuel: Agricultural and horticul- 
tural uses, extraction of wax from peat, production of alcohol from peat, other 
uses for peat. 

Peat has been used for a large variety of other purposes, but these have been 
on a very small scale only and are not likely to be extended. 

Fibrous, cotton-grass peat has been used in the manufacture of building 
materials, paper, millboard, and textiles. 

Raw milled peat has been successfully used as an absorbent in filter beds and 
sewage beds, and it has found application in the manufacture of filters for redue- 
ing the hardness of water. ‘The absorbent power of peat has also been utilized 
in medicine, the poat being used as a filling for surgical dressing. 

Estimates made indicate that approximately 1,000,000,000 tons of air-dried 
peat could be made available by the development of peat reserves in this country. 

Owing to the shortage of coal in Hire, especially during the war years, the 
production of peat has been stimulated. Information received indicates that 
about 5,000,000 tons of air-dried peat are now won annually, mainly by hand- 
winning methods. 

Mr. Speaker, according to the Bureau of Mines, Minerals Yearbook of 1948, 
Florida, New Jersey, Ohio, Michigan, Illinois, California, Pennsylvania, Con- 
necticut, Iowa, Minnesota, Wisconsin, Georgia, Indiana, Colorado, Alabama, 
Texas, Maine, Washington, and Massachusetts have rather large deposits of 


veut. 

We have to ask the question why it was needed that “imports of moss peat con- 
tinued to increase totaling 91,073 short tons in 1948, an increase of 16 percent 
over the 1939 prewar figure?’ 

Mr. Suypekay. We are ready to ally with the small rubber com- 
panies. We are ready to make arrangements to produce for them 

carbon black and synthetic rubber. We do not ask for any profit. 
E very penny loaned to us will be rece eived with interest. 

Senator Ginterre. How much money would it take to develop ? 

Mr. Suypekay. One and five-tenths million dollars, which is not 
too much today. 

Senator Gitterre. That would build one small plant ¢ 

Mr. Suysekay. A small plant. We have already produced, Sen- 
ator, 15 pounds with our mix. You know it took about a year and 
a half of research and development. 

Senator Ginterre. Do you have a pilot plant? 

Mr. Suypexay. We have a laboratory in St. Paul, Minn., and we 
developed 15 pounds with our small means. 

Senator Gitterre. But it would require the establishment of several] 
large plants to be of value? 

Mr. Suysexay. Well, we have peat. We have 7,500,000,000 metric 
tons in Minnesota. We have it in Iowa, as you know. We have it 
in Wisconsin, in Michigan, in Florida. 

Senator Gitterre. Are you referring to the low-grade coal known 
as lignite? 

Mr. Suysexay. Lignite is a further stage in the development of 
coal. They use these names peat and lignite interchangeably. 

By the way, Senator, our organization is rather successful in two 
lines. One is producing and generating electric power from peat 
and lignite. We have built a plant which is producing 12,500 kilo- 
watts and we did not use, since 1948, anything else but peat and lignite. 
We built central heating systems and air- conditioning systems. 

Senator Gruterre. Let me interrupt you again. You say, “We have 
the process available and we are re: dy to make it available with- 
out profit”? 
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Mr. Suysexay. Without any profit, but we want to have serious 
people. 

Senator Gitterre. Who is “we? 

Mr. Suypekay. The Industrial Research Council consists of four 
operating agencies. One is the Fuel Economic Engineering—builders 
of power plants and doing research. There is the second one, the 
Pramer Peat Moss Co. oper ating on 15,000 acres doing research devel- 
opment in the use of peat. There are also two other companies. 

Senator Gitterre. ‘The process is patented ¢ 

Mr. Suypekay. It is not patentable. 

Senator Gitterre. But you people control it / 

Mr. Suypexay. We control it. 

We employ about 800 people. We are not a big organization, but 
we are efficient, Senator. 

Senator Gitterre. This formal statement that you have, Mr. Shy 
bekay, you want to read it for the record ¢ 

Mr. Suypekay. Yes, sir. 

May I express my thanks for permitting me to come and testify in 
a matter which we, my associates and myself, consider of great im 
portance and in the vital interest of our national defense, safety, and 
sec urity. 

During the last few years our organization has been rather instru- 
mental in the research, development, and utilization of peat, lignite, 
and byproducts. May I enclose a paper which I wrote and published, 
Utilization of the Byproducts of Peat, which I am enclosing for your 
record. We have in the United States 1514 billion, not million, but 
billion, metric tons of peat. We made rather elaborate studies and 
found that other countries, but mainly the U.S. S. R., produce from 
peat the most valuable byproducts. 

We made experiments and studies and found that, from peat, carbon 
black can be produced with a negligible cost. We went to the proper 
authorities and offered our services, showed them that we have already 
produced 15 pounds of carbon black. We asked for support and 
offered and stated many times publicly that we do not want gifts and 
will obligate ourselves that every penny loaned us will be repaid with 
Interest. 

We were asked by the Big Four to submit the details of our methods 
first, and after they examined it they will think about making a con- 
tract with us. I think there is no serious businessman who will sub- 
mit himself to such a peculiar agreement. We offered such an amend- 
ment that, if we will show that we can do it, the certain Big Four 
will be obliged to make a contract with us. Again we received a 
refusal for such a sound and correct proposition, Therefore, we did 
not get anywhere. 

The RFC Rubber Division received our detailed data, but we have 
never received the courtesy of an answer from them either. 

“ap we want to go on record as stating 

That we are able to produce inexpensively, from peat, carbon 
b . ack so bi adly needed for the manufacture and production of synthetic 
rubber. 

That every penny advanced will be repaid with proper interest. 

That we are ready to line up with the small rubber-manufactur- 
ing ¢ csilemadingtan assist them to get synthetic rubber. 
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4. We propose that the NPA should exempt those organizations 
from the allocations system. Such ee which are going along 
and will participate in the utilization of peat byproducts should have 
the privilege of using the results without any governmental inter- 
ference. 

5. We believe such a method will relieve, at least partly, their need 
for the much needed raw materials for producing synthetic rubber. 

6. Naturally, we need for an efficient action also at least the benevo- 
lent cooperation of the proper and responsible governmental agencies. 

7. By this occasion, I would like to call the attention to the report 
Building America’s Might, by the Director of Defense Mobilization, 
Charles E. Wilson. 

In his report, Mr. Wilson, on page 17, mentions that “Most critical 
shortages are present in sulfur, sodium phosphate, acetic acid, ben- 
zene, and so forth.” 

We refer to our findings and to my enclosed paper that those items 
are the byproducts of peat and that we have evidence also that the 
U.S. S. R. is producing those items with great success. 

May I repeat our many times expressed statement that neither our 
organization nor our associates want to get a gift, and we are ready 
to take the obligation to repay with interest the advanced money for 
research, development, and utilization of peat and byproducts. 

By that occasion, I would like to emphasize again and again that 
the success or failure of such research and development work depends 
entirely on inexpensive electric power generated from peat. Our 
associate, Engineer Leopold Pistner, is a nationally and internation- 
ally respected expert who builds power plants, doing such work rather 
successfully and inexpensively. 

I have to call the attention of the’public again to the facts of how 
hazardous and dangerous it is to rely entirely on hydroelectric power. 
The recent happenings in Italy, Portugal, Germany, and Austria 
taught us the lesson. They reduced their hydroelectric power and 
increased their steam power from 5 percent to 25-30 percent. In Ire- 
land there are power plants generating power from peat, and their 
capacity is now more than 180,000 kilowatts. 

This is a solution for the small rubber companies. Second, it is 
economical and feasible. 

Senator GitterTe. Senator Thye, of your State, has just come in. 

Mr. Suypekay. Senator Thye, I think there is a probability to elim- 
inate the NPA, which is the headache of the small rubber companies. 

Senator Guterre. Do you have another copy of the formal state- 
ment you have just handed to me? 

Mr. Suypexkay. Yes, sir. 

Senator Gruterre. Everything you have presented will be included 
in the record. 

Mr. Suypekay. Yes, sir. 

Senator Gitterre. Do you want to supplement your statement in 
any other way? 

Mr. Suypekay. I would like to emphasize again, again, and over 
again that the small rubber companies can get rid of the NPA by using 
the natural resources of the United States, which are inexpensive and 
available. The Federal and State Governments will be very happy 
when we remove the peat from the soil, making the land usable. 
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Senator Giuterre. As I understand, your statement summarized 
this: That your organization controls the process by which, with peat 
as a source, which is in immense supply, that you can manufacture 
synthetic rubber ? 

Mr. Suysexay. That is correct. 

Senator Gruterre. Under that process that would eliminate this 
shortage ¢ 

Mr. SuysBekay. That is correct. 

Senator GitLterre. But, because of lack of finances, you have been 
unable to do more than build a small pilot plant ¢ 

Mr. Suysekay. A laboratory, only. 

Senator Gitterre. At St. Paul ¢ 

Mr. Suypekay. At St. Paul. 

Senator Gitterre. And that you are ready to make your process 
available if funds could be utilized for development / 

Mr. Suypekay. Serious people. 

Senator Gitterre. Without profit to yourself ¢ 

Mr. Suypekay. Without profit. 

Senator Torr. Mr. Chairman, I just want to say that we in Minne- 
sota have a tremendous amount of peat, and, if you can ever get a 
process that will make rubber from it, we will have enough rubber to 
do anything we want in this country. 

Mr. SuysBekay. | was told of the great hazards of hydroelectric 
ower. I gave Mr. Weicht a paper showing that the tragedy in 
Its aly and Portugal i is that they did not have anything else but hydro- 
electric power. 

Senator Ture. Doctor, you are to be commended for your efforts 
because, as I say, we have a tremendous amount of peat in our State. 

Mr. Suypekay. 7.5 billion metric tons. 

Senator Tuyr. And we have made great research and great efforts 
to develop it in various ways. You are to be commended for your 
effort. 

Mr. Suysekay. You know of the various people in St. Paul who are 
working on this situation / 

Senator Tuyr. Yes, sir. 

Senator Gitterre. We are very grateful to you, Mr. Shybekay, for 
coming before us. 

Thank you very much. 

Senator Gitterre. Mr. Seidenman—— 


STATEMENT OF MILTON SEIDENMAN, SECRETARY, MONARCH 
RUBBER CO., INC., BALTIMORE, MD. 


Mr. SemenMan. I am secretary of the Monarch Rubber Co., Ine.. 
Baltimore, Md., incorporated under the laws of Maryland. 

Senator Gitterre. In what line of work is your company engaged / 

Mr. SerpenMAn. In the manufacture of heels and soles for the shoe 
repair trade and for the shoe manufacturers, 

Senator Gitterre. Do you have a prepared statement / 

Mr. SerpenMaAN. I have a statement, and I have given a few copies 
to the clerk. 

Senator Gitterre. You may be seated and present that in any way 
you desire. 
* Mr. Semenman. I just want to say I have been hearing a lot about 
transportation problems here, regarding automobile tires and camel- 
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back, but I think we represent an industry which represents the oldest 
form of transportation, and that is shoes. Feet have been in exist- 
ence for a long time, and they must be shod. Without shoes, we would 
not be able to get to automobiles to run them; so, I feel we are a very 
essential industry and should have consideration. 

Senator Tuyr. I believe everyone on this committee would agree 
with you, sir. 

Mr. SewenMan. I think that is a fair statement so far, and I am 
not incriminating myself when I say it. 

We are manufacturers of rubber heels, soles, and soling material 
for the shoe trade. We employ approximately 125 people in Balti- 
more and 65 people in another plant in Spencer, W. Va. 

Two months before allocations of rubber were instituted in 1950, 
we had completed an installation of new machinery and a building to 
house same which would have increased our production approximately 
50 percent. This installation was contemplated in November 1949, 
and actual installation was started in December 1949 and completed 
in May 1950. 

In view of this, when allocations were started we were granted, on 
an appeal, an increased allotment: and, while it was very difficult to 
get the actual physical rubber that we needed, we thought that we 
were being treated in a fair manner. 

I want to take this opportunity to say that the cooperation and 
treatment that we received from the Department of Commerce and 
the Reconstruction Finance Corporation, Office of Rubber Reserve, 
was very commendable. Both departments cooperated in every pos- 
sible manner to help us maintain a steady production, and I feel that 
the personnel should be complimented for the arduous and long hours’ 
work that they gave in order to try to giv every manufacturer service. 

We never did get the full allotment of rubber which we were entitled 
to under our appeals and in order to maintain a full unit production, 
we were forced to manufacture the thinner soling material that is used 
in ladies’ shoes and forego the business on heavier soling materials 
which is used in the manufacture of boys’ and men’s shoes. 

The February 19, 1951, order by the NPA which eradicated 6 months 
of work on appeals and requests put us in a position where we cannot 
maintain a steady production on even the thinner materials and will 
cause us to lose about eight working days in April. 

We feel that due consideration should be given an appeal for ex- 
pansion contemplated and completed before restrictions were put on 
rubber and we also feel special attention should be given to small manu- 
facturers so they can retain their present working forces and not have 
to lose them because of any shortages due to the lack of rubber. 

It is our sincere and honest opinion that such a system can be worked 
out and that it must be done quickly, if the small-business man is not 
to be hurt too badly. 

Because of frequent changes of policy and the tardiness in which 
information is given to the manufacturer, as to what his quota or 
allotments will be, we cannot plan our production sufficiently ahead in 
order to know what type of business or how much business we should 
take in order to run our plant in a satisfactory manner. 

Much of the loss of production seems to stem from a distribution 
problem. Permits for the purchase of rubber are issued so late in the 
month before this rubber is to be consumed, that by the time the per- 





— Bos eee eelhCOU [Ue |e ae eee be ite i i 


~ Tr we 


om tote ink, Oo 


rm 


RUBBER SURVEY 447 


mits are executed and the actual physical rubber is received from the 
synthetic plants, over 50 percent of the month is gone and with inven- 
tories in a very reduced position, production is lost before rubber is 
received. 

This is a question of mechanics of distribution and while the Recon- 
struction Finance Corporation and Department of Commerce are, no 
doubt, doing everything in their power to expedite deliveries, we feel 
that a better system of sale and delivery could be worked out. 

We trust that you will enter this statement as part of your records 
and that due consideration will be given to the points that we raise. 

Many other points that we were going to raise have been covered in 
previous testimony and we wish to take this opportunity to thank the 
subcommittee for the courtesies that have been extended us. 

Senator Gittetre. We are very grateful to you, sir. 

Do you want to supplement your statement ¢ 

Mr. SeipenMAN. The only supplementation I wish to make, Senator, 
is this. With small-business men, our help is restricted to a very large 
extent. We are in the middle of airplane factories and shipbuilding 
factories and so forth, which in defense work have a larger rate of 
pay than we have. Naturally, if we lose 2 or 3 days a month due to 
the shortage of rubber, our men have less take-home pay. When they 
get 2 or 3 days off, they consume their time by looking for other jobs 
where their employment would be steady and possibly at a higher 
rate of pay. While we are not the lowest in Baltimore we are cer- 
tainly not the highest and a shortage of rubber will certainly work 
to our detriment, insofar as our labor force is concerned. We have 
been in business for 28 years now and we do not want to lose the trained 
men and help we have had because most of our men have been with us 
over 15 years. We feel if we get sufficient rubber to run our plant 
and we are able to supply our trade, as I mentioned in my letter—we 
have a problem the same as the automobile tire manufacturers have. 
In going from passenger tires to truck tires, of course, they will con- 
sume more rubber. We are making thinner materials for ladies’ shoes 
and would like also to make the heavy material essential for work 
shoes, men’s shoes, and boys’ shoes which is also very necessary. We 
cannot do that with our present allotments of rubber. 

As I said in my report, we had to switch around our business to 
thinner materials so we could stretch the supply of rubber we had 
further and keep our employees and we are doing everything we can 
in this direction in order to keep them happy and let them have their 
take-home pay on the same basis they have had it before. 

Senator Gmuetre. Thank you, Mr. Seidenman. There are many 
manufacturers in the same position you are and who have given us the 
benefit of their comments. We are very grateful to you. 

Mr. SemerMan. Thank you. 

Senator Giuierre. Mr. James E. Trainer. 


STATEMENT OF JAMES E. TRAINER, VICE PRESIDENT, FIRESTONE 
TIRE & RUBBER CO., AKRON, OHIO 


Senator Grtterre. Mr. nes do you have a prepared statement ? 
Mr. Trainer. Yes, sir; which I would like to read. 


Senator GittetTr. And the statement which you have gives your 
correct name and title? 
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Mr. Trarner. Yes, sir. 

Senator Gitterre. Will you be seated, Mr. Trainer, and proceed. 

Mr. Tratner. My name is James EF. Trainer. I am vice president 
in charge of production of the Firestone Tire & Rubber Co. My 

residence is Akron, Ohio. 

The Firestone Tire & Rubber Co. was founded over 50 years ago by 
Mr. Harvey S. Firestone at Akron, Ohio. The principal business of 
the company has always been the manufacture of rubber products, 
largely tires and tubes of all kinds. The growth of the Firestone Tire 
& Rubber Co. has been a normal and merited growth. Firestone has 
no interlocking directors with any other corporation. Its directors 
and offic ers are all engaged in the active management of the com- 
pany’s business. The company has never purchased the assets or 
business of any other tire company. Firestone does not make any 
private brand tires; it makes only Firestone tires. 

I appear here today, at your request, for the purpose of discussing 
the two subjects upon which you specifically asked our views, namely, 
the rubber allocation programs and the operation of the Government- 
owned synthetic rubber plants. 

At the outset, I would like to say that Firestone recognizes that the 
military requirements of our country are our first concern. We must 
above all see that our resources and facilities are devoted to the mili- 
tary requirements before anything else. Our company has always 
given to our Government its wholehearted cooperation. 

During the Second World War, natural rubber from the Far East 
was cut off and a very serious situation was created. At the time of 
Pearl Harbor, our country did not have any large synthetic rubber 
plants. In fact, a great deal of development work had to be done on 
synthetic rubber, and after that the plants had to be built, and after 
the plants were built they had to be operated. 

At that time the Government came to the larger rubber companies, 
including Firestone, knowing that these companies had the research 
organizations and the know-how to lead the way in designing, build- 
ing, and operating these plants, and these same companies “made a 
very important and necessary contribution to the war effort. To a 
great extent through their work, synthetic rubber was developed, im- 
proved, and manufactured in enormous quantities and at substantially 
reduced costs. Through the research leadership of the larger com- 
panies, the industry developed its know-how in the use of synthetic 
rubber and its processing into tires. 

Firestone built three synthetic rubber plants during World War II. 
All of them were built by us without compensation ‘for our services. 
One of these three was the plant built at Baton Rouge, La., for opera 
tion by the Copolymer Corp., composed of eight smaller concerns. 
We also trained the personnel that were to operate this plant. We 
operated the other two plants which we built at Akron and Lake 
Charles, La. We also operated another synthetic rubber plant at 
Port Neches, Tex. The Akron and Lake Charles plants have been 
operated by us continuously. 

Although the larger companies provided most of the leadership in 
building up the synthetic rubber producing industry, some of the 
smaller concerns made definite contributions. Firestone is cooperat 
ing with the Government’s present program to include more of the 
smaller companies in the operation of synthetic rubber plants. Late 





RUBBER SURVEY 449 


last year, we reactivated, without fee, a synthetic rubber plant in 
Louisville, Ky., for operation by the Kentucky Synthetic Rubber 
Corp., composed of ten smaller companies. We also provided top 
management personnal for the plant until the permanent personnel 
were trained and the plant running at full production. 

Firestone’s contribution has been substantial to all phases of 
the synthetic rubber program, research, development, production, 
and use, 

Prior to allocation, we made greater use of synthetic than the Gov- 
ernment’s orders required, during 1949, when it would have meant 
lower costs for us to have reduced our use of synthetic and to have used 
more natural rubber, We paid this penalty in order to keep the in- 
dustry’s syntehtic plants running at a higher rate of production. I 

cannot help feeling that the record of the larger rubber companies, 
inchuding Firestone, in developing, producing, and using synthetic 
rubber has been truly outstanding. 

The synthetic rubber producing capacity of our country today is 
approximately 900,000 tons per year. Normally, this capacity is 
umple. We believe, however, that it is inadequate to sustain an effort 
for all-out war. In the event of a major war, it is entirely probable 
that we would be called upon to provide the rubber requirements of 
our allies. Our synthetic rubber producing capacity should be suf- 
ficient to help conserve their natural rubber supplies, as well as our 
own. We think it only logical to spend a fraction of the money we 
are spending in accumulating a natural rubber stockpile on facilities 
to make our own rubber right here at home. 

We feel that the country should have at least 100,000 tons per year 
more synthetic rubber capacity, and we have recommended to Rubber 
Reserve a plan whereby a 60,000-ton capacity synthetic rubber copoly- 
mer plant can be expanded 50 percent to a capac ity of 90,000 tons. 

Senator Tuyr. Would you mind a question right at that point, Mr. 
Trainer ¢ 

Mr. Tratner. No, sir. 

Senator Tarr. Did you meet with a friendly reception when you 
proposed that expansion ? 

Mr. Tratner. That proposal has been made to the RFC. As of the 
present time, we do not know what action they have taken on it. As 
a matter of fact, I can say there has been no action taken on it to date. 

Senator Tuyr. Thank you. I am sorry to have interrupted. 

Mr. Trainer. This can be done at approximately one-third the cost 
of building an equivalent amount of copolymer capacity from the 
ground up. 

Senator Torr. What would you estimate the cost to be of expand- 
ing the plant and facilities to get the production you have proposed ¢ 

Mr. Terme r. It is our estimate that the 60,000-ton copolymer plant 
can be expanded to 90,000 ton at a cost of about $3.5 million, 

To build that same kind of capacity from the ground up—that is 
starting from scratch—it would cost us $10 or $12 million. 

Senator Ture. Then, the product that you would process and 
develop, would that be comparable to all ‘other synthetic rubbers 
that you now have, I mean in quality, durability, service, and all? 

Mr. Tratner. That would be the exact same type of synthetic we 
are now producing. 
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Senator Tuye. So it would naturally strengthen our entire economy 
insofar as rubber is concerned and products related to rubber, if that 
production came into being? 

Mr. Trarner. Yes, sir. 

Senator Gitterre. Let me interrupt 1 you there, before you read that 
paragraph: At the second sentence at the top of the page you said: 

Our consumption in October 1950 was 3 percent below our historical industry 
position. 

Why was that? 

Mr. Trarner. That was the amount of rubber that was allocated 
to us. 

Senator Gitterre. It was that percentage below your historical posi- 
tion; it was due to the fact that your allocation was not equal to that 
which you think you should have had. 

Mr. Trarner. Yes, sir; and it continued to get worse until February, 
when it was 10 percent below our true historical position. 

Senator Ture. At that time, Mr. Trainer, did you draw on your 
so-called inventory or your reserve? Did you draw in the period of 
the fall, in October, as well as other months? 

Mr. Trarner. We drew on our inventory every month through that 
period until we reached February, when, frankly, we did not have 
a pound of rubber on our floors. We were taking the rubber out of the 
back end of trucks as the trucks were received. 

Senator Tuyr. Were you likewise stepping up your synthetic pro- 
duction at that time to supplement your natural ? 

Mr. Trainer. The amount of synthetic that we got during that 
period was given to us under allocation from the Government. The 
Government F supplied all the synthetic rubber. 

Senator Tuyr. I mean were your plants increasing their production 
in SV nthetic—the plants that come under your control ? 

Mr. Tratner. The plants that we were operating were running at 
full capacity during that entire period. 

Senator Tuyr. That would be on a 24-hour basis? 

Mr. Tratner. A 24-hour basis, 7 days a week. 

Senator Tuyr, Thank you very much. 

Mr. Trarner. I might point out that synthetic rubber started to be 
in short supply in May of 1950. In other words, the demand on 
Rubber Reserve for synthetic rubber in May was more than they were 
producing, and, of course, it has continued so ever since. 

We have also recommended to Rubber Reserve that essentially all 
present facilities be converted so as to be able to manufacture “cold 
rubber.” Bear in mind that a plant that can produce “cold rubber” 

can also produce standard GRS, but the standard GRS plant cannot 
aviilaas e “cold rubber.” The use pattern of GRS today is swinging 
more and more heavily to “cold rubber.” 

Turning now to the subject. of allocations: We have cooperated in 
this matter from the start. The Government called on the industry 
and asked for its help in developing a sound allocation program, and 
after a good deal of study and thought, the industry reported that 
it thought it could get along with 90,000 tons of rubber a month for 
civilian purposes, even though this was less than the current rate of 
consumption. The industry was willing to do this in the interest of 
building up a natural rubber stockpile, “but it should be pointed out 
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that the industry never committed itself to the position that it should 
be limited to 90,000 tons for longer than the last 4 months of 1950. 

Any allocation program which would restrict the use of rubber to a 
level far below requirements of the industry might be expected to create 
hardship in certain cases and hence creg ite dissatisfaction. This pro- 
gram is no exception, and Firestone was one company whose percentage 
share of the available rubber was severely reduced. 

It seems to us that any allocation plan should have the effect of 
preserving the relative historical positions of all companies which 
have established positions within the industry. We believe that needs 
of new businesses should be met on a reasonable basis, and we recog- 
nize that there are also some real hardship cases. But as to estab- 
lished concerns, no company during this period of restriction should 

improve its position at the expense of another. To state the same 
principle another way—no company should be deprived of its relative 
position by Government mandate. 

Firestone has been deprived of its relative position in the industry 
ever since allocation was started. Our consumption in October 19: 50 
was 3 percent below our historical industry position. The trend rap- 
idly became worse, so that by February 1951 we were consuming over 
10 percent less rubber than we were entitled to and in March our de- 
ficiency will be over 9 percent. Thus, in March when the larger com- 
panies are purported to have had a substantial increase in rubber con- 
sumption, we find our position practically unchanged from the unfa- 
vorable levels of January and February 1951. The deficiency in 
Firestone’s rubber consumption during the period of allocation would 
have been even greater had we not cceunieiale depleted our inventory. 
For example, in February the rubber shipped to us under Governme nt 
allocations was 23 percent below the amount we were entitled to con- 
sume under our historical industry position. 

I would like to give an example to be sure that the point I am making 
is clear. Let us assume that the industry consumed 120,000 tons of 
rubber per month during the base period. Let us say that company A’s 
consumption has been 10 percent of total, or 12,000 tons a month. Then 
let us assume that under allocation the industry’s consumption is cut to 
100,000 tons a month. Then company A’s 10 percent share would 
entitle it to 10,000 tons. But when company A’s shipments under 
Government allocations are 23 percent below its historical percentage 
share it does not get 10,000 tons but only 7,700 tons. 

You have heard it said that the base period favors the larger 
companies. So far as Firestone is concerned, you can use the estab- 
lished base period itself, or the 6 months before that, or the 6 months 
before that, or the 6 months before that—and the statement I have 
made about the unfair treatment accorded Firestone would be true 
regardless, 

This disproportionate curtailment in our share of the total new 
rubber was very unfair. It meant hardship for all our production 
employees—and they need their pay just as much as the employees of 
any company, regardless of size. 

Senator Gitterre. At the time you had your cut of 23 percent be- 
low—and this company A refers to your own company 

Mr. Tratner. Except the percentages are not the same. 

Senator Gitterre. Did you appeal the allocation made to you? 

Mr. Trarner. Yes, sir. 
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Senator Gitterre. With what success ? 

Mr. Tratner. We had some success but apparently not the same 
degree of success others had in making their appeals. 

Senator Gitterre. What explan: ition was given you as to the rea- 
son why your percentage of cut was lower than the percentage of cut 
that liad been made over the industry, if that was a fact ¢ 

Mr. Tratner. That is rather complicated, Senator. Appeals were 
made at different times on different bases. For example, we appealed 
on a basis that we were entitled to more rubber because during that 
period, rather than run our plant 7 days a week, we bought tires 
from other companies. Therefore those companies had the benefit 
of that rubber in their base period. Of course that was disallowed. 
That was one example. 

The other examples might be where we said we increased our plant 
capacity during this period, and that was not allowed. 

Senator Gitterre. You would not expect that, would you ? 

Mr. Tratner. No, but we understood others got rubber because they 
expanded their capacity, and naturally I would not be very diligent 
if I was not making every appeal that I could to get all the rubber 
| could get, for our workers and our dealers. 

Senator Tuye. That is perfectly natural. That is human nature. 
That is why we are sitting here as a committee, trying to determine 
who has the greatest ability. 

Mr. Suaver. Mr. ‘Trainer, you say your appeals did not receive the 
same consideration as some others. Would you care to elaborate on 
that / 

Mr. Tratner. I do not believe I can, sir, because I do not know how 
the other appeals were acted on except that we do know that during 
this period the rubber base was taken from 90,000 tons a month to 
120,000 tons a month—in other words, that was an increase of, let 
us say 30 percent, and we were not granted our appeals on that same 
ratio. 

Mr. Suaver. You have no knowledge as to how the others fared? 

Mr. Trarner. No, sir, except we know they must have gotten the 
rubber because the base got up to around 120,000. 

Senator GitLerre. Proceed, Mr. Trainer. 

Mr. Tratner. Much has been said about the rubber industry in 
Akron. Many people fail to realize that in the case of F irestone we 
have plants in nine different States dependent upon rubber for their 
operations. The jobs of our 900 employees in Des Moines are just as 
important to those people and their families and to the economy of 
our Nation as a whole as are the jobs of any other 900 people, or any 
- action of that number of people, wherever they may be located, or 
by whomever they may be employed. The same may be said truth- 
fully about any other of our plants—whether in Indiana, where the 
economy of an entire community depends upon a Firestone plant, in 
Ohio, Pennsylvania, Tennessee, California, Massachusetts, or else- 
where. 

Because of our lower-than-fair share of the industry’s new rubber, 
we have already laid off many of our rubber workers. It now appears 
that on civilian production in April, the workers in our 8-hour-shift 
plants will have only about 17 days’ work, or about 3214 hours’ work 
per week, while workers in our 6-hour-shift plants will have only 18 
days’ work, or about 26 hours’ work a week. We have already laid 





RUBBER SURVEY 453 


off more than 1,000 rubber workers, or it would be impossible for us 
to provide even these hours of employment in Apr il. 

I just got a note from one of our production superintendents in 
Akron stating that they had cut the capacity of one of our plants there 
from 18,000 tires a day to 13,000 tires a day, and laid off some 366 
people, and even at that, we will be working these reduced days. 

Furthermore, in April we are again going ‘to have to lay off a large 
number of rubber workers because our labor contracts require us to 
release enough workers to maintain a standard workweek. Military 
tire production will add an average of no more than three-quarters of 
a day to the employment which we can provide each worker for the 
entire month. 

Others before me have testified adequately as to what it means to 
the rubber industry to lose skilled prodrction workers and the very 
serious effect that this will have on the expanded demand for military 
tires at a later date. To my knowledge, truck tire builders were the 
only skilled workers brought back from the battle front during the 
last war so they could be reassigned to their former factory jobs. 
If we now lose large numbers of skilled employees, the diffic ulties of 
our industry will be made even worse and essential military produc- 
tion will suffer when most needed. 

Firestone’s inventories have already been brought down to essen- 
tially what we have on our shipping platforms. From now on we 
have no inventory available from which to ship, and our dealers must 
now rely on shipments from our disproportionately low daily produc- 
tion. 

The unfair treatment that Firestone has received on allocation of 
rubber adversely affects not only the workers in our factories, but it 
also has a very detrimental effect on our more than 55,000 direct and 
associate dealers. These independent businessmen have been asso- 
ciated with our company for a long time and have built their businesses 
on our line of products. They are entitled to keep their businesses on 
a sound basis and they are entitled to continue to employ their workers. 
They have a right to depend upon us as a source of supply. We feel 
very strongly th: it the welfare of these 55,000 independent business- 
men should very properly be a concern of this committee. Their losses 
in income are Just as serious for them as for any other independent 
dealers, including the small dealers of other rubber companies, re- 
gardless of whether those companies are large, medium sized, or small. 

We and other companies producing original equipment tires have 
faced a special problem not faced by the rubber companies which do 
not have original equipment business. Automobile and truck produc- 
tion has been at the highest levels we have ever known. We have been 
in the original equipment business for 45 years and because of long 
term relationships and contractual arrangements, it has been neces- 
sary for us to handle a large volume of original equipment shipments. 

In the base period from July 1, 1949, through June 30, 1950, pas- 
senger car production averaged 486,307 cars a month. 

Since that time and through February 1951 it has averaged 
570,076 cars a month. Also, in the base period truck production aver- 
aged 97,075 vehicles a month, while since then and through February 
it has averaged 115,191 vehicles monthly. These big increases in 
automotive production since the base period, instead of favoring 
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us so far as original equipment business is concerned, actually penal- 
izes us in respect to our replacement business. 

Inasmuch as the percentage in gain of sales of the four larger 
companies covering the period 1949 to 1950 has already been put into 
the record, I think it is only fair that the record should contain 
what some of the other rubber companies did in the way of sales in 
1950 as compared with 1949: 

Armstrong increased its sale 33.9 percent, Lee 22.9 percent, Mans- 
field 95.2 percent, General 35.1 percent, Seiberling 51.2 percent, Day- 
ton 58.1 percent, Mohawk 38.2 percent, and McCreary 81.9 percent. 

The total sales increase of these eight tire companies was about 
43.9 percent as compared with Firestone’s increase of only 19 per- 
cent. 

It should also be kept in mind that we could have sold substantially 
all of our tire production in the replacement market at higher prices 
and profits. For this reason our original equipment business was 
a temporary disadvantage, but we recognized our responsibility 
in supplying original equipment tires to keep automobile plants and 
their subcontractors in production and their workers employed. 

We also recognized the great importance of the automobile and 
transportation industries both in relation to the civilian economy 
and as a factor of prime importance in the total defense of our 
country. 

It should also be kept in mind that our supplying original equip- 
ment tires continued to build a larger market for replacement tires 
which all of the smaller tire and tube manufacturers enjoy. If car 
production had not been continued, the replacement market would 
have been greatly reduced for these smaller companies and it is 
on this market that they depend for their volume, business and 
profits. 

Also, our continuing to supply original equipment tires in larger 
quantities than we have ever experienced, in spite of the reduced 
supply of allocated rubber and our reduced percentage of this al- 
located rubber, was a definite handicap to our business in the replace- 
ment market, and a great advantage to the smaller companies. Surely, 
after suffering this disadvantage, we should not now be asked to ac- 
cept further disadvantage. 

urther, it is improbable that reduction in original equipment pas- 
senger tire production will result in easing the original equipment 
demand for rubber. It is only reasonable to expect that car manu- 
facturers will divert any idle passenger car facilities to increased 
truck production, on which there is no limitation, and for which 
there exists today a large civilian demand. 

Along this same line, the Government is encouraging farmers to 
increase production as much as possible and is asking the manu- 
facturers of farm equipment to meet the needs of the farmers. Under 
these circumstances, it can be expected that the demand for original 
equipment tires for tractors and farm implements will increase. 

However, if—and I emphaswe if—there is a saving in rubber be- 
cause of reduction in passenger-car manufacture, the original equip- 
ment tire manufacturers should have full benefit of it, and of the op- 
portunity it will provide them to help and serve their dealers. 

Senator Giuterre. By saying they should have the full benefit, 
you do not mean by full benefit, the total benefit ? 

Mr. Tratner. Yes, sir. 
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Senator Gitterre. That they should have all of it? 

Mr. Tratner. Yes, sir; because our historic position, either in the 
base period or the years prior to that, entitled our workers and our 
dealers to a given percentage of the total rubber consumed by the 
United States and they are just as much entitled to that today, whether 

‘ar production is up or down. 

As a matter of fact, the way the order is written it can be expected 
that original equipment requirements for tires in the coming month 
of Apr il will be just as great as it was in March. 

Senator Tnyx. You would agree though, Mr. Trainer, that if there 
must be a reduction of 10 percent in the entire amount of rubber allo- 
cated to “all” engaged in the manufacture or processing of rubber 
onal that you should suffer that 10 percent instead of your gaining 
4 percent, 5 percent, or 10 percent, at the expense, possibly, of some 

of the lesser processors, who are getting only 60 percent 

Mr. Tratner. I want no misunderstanding on that. We are per- 
fectly willing to take our proportionate cut as a result of any alloca- 
tion program. I do not want any better treatment than anybody else. 

Senator Tuyr. That is what this committee is concerning itself 
with—to make very sure there is a fair and equitable distribution of 
the raw product to the processor so that someone does not lose his 
business while others get an expansion. 

We commend those of you who have done so magnificiently in the 
field of rubber goods throughout the years, but we definitely feel you 
must suffer a reduction in the raw material along with the smallest 
of the processors. I think you will agee with that. 

Mr. Tratner. I take no exception to that statement. 

Our dealers have built their business on our brand of tires. It is 
important that our company be in a better position to supply them. 

The question has been raised about defense contracts for products 
outside of the rubber industry. 

Speaking for Firestone, we place all of our resources at the call 
of our Government for military and defense purposes. We think 
this should be the program of all industries regardless of size. We 
feel that any company doing so must not be penalized in its own peace- 
time business simply because of its willingness to help our Nation in 
time of need. 

We would like to mention again the rubber industry’s study of 
the situation when the stockpile and allocations programs were being 
prepared. The industry agreed that it could get along for 4 months 
with 90,000 tons monthly for civilian use. As you know, that 4-month 
period expired 3 months ago. 

Gentlemen, we are not authorities on our country’s military re- 
quirements. I want to emphasize what I said earlier—we feel that 
military requirements should come first However, further conversion 
of GRS producing facilities to permit manufacture of more cold 
rubber and increases in over-all synthetic rubber capacity would 
lessen the need for enormous natural rubber stockpiles. 

To my knowledge, our industry was not consulted as to the size of 
the rubber stockpile needed for a national emergency. And I am not 
familiar with the exact quantity of rubber which is now in the stock- 
pile, although newspaper reports indicate that it is very large. I 
would like to point out, however, that, when the objective is reached, 
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the available natural rubber thrown on the open market could have a 
serious effect upon world economy. 

Senator Guerre. Why? 

Mr. Trarner. If there is coming into the United States today, 
75,000 pounds of rubber, and, say, 50,000 tons of that is going into the 
stockpile, when the day comes that our stockpile objective is reached, 
and we stop buying that 50,000 tons and that is thrown on the market 
all of a sudden, you can see what is going to happen. 

Senator Giitterre. What? 

Mr. Tratner. The price, I imagine, would take quite a toboggan. 
It would have an effect on all those countries producing rubber. 

We suggest that should be tapered off, that we do not just run off 
to that point and drop off the ledge. 

Senator Gitterre. You are spe: aking of the economy of the nations 
that supply the natural rubber and not of our economy ‘ 

Mr. Tratner. That is correct, sir, and the reverberations that will 
have because we have been supplying ECA funds to these countries 
that are rubber producers. 

Senator Guuterre. I know you are familiar with the fact that was 
testified to here this morning that within a short time—about the time 
the Korean difficulty developed—the price of natural rubber jumped 
from 12 to 90 cents. 

Mr. Trarner. Yes, sir. 

Senator Gitterre. Would you say that had an adverse effect upon 
the producing countries ? 

Mr. Trarner. Quite to the contrary. 

Senator Gitterre. Would you say it had an adverse effect on our 
economy ¢ 

Mr. ‘TRatner. Very definitely, sir, because Uncle Sam paid that 
price. 

Senator Tuyr. Mr. Chairman, following Mr. Trainer’s thought that 
it would have an adverse effect. upon the economy not only of this 
Nation but the entire world, in the event that you had an inventory of 
either finished goods or otherwise in the hands of the dealers or the 
processors the Nation over, and this rubber price were to break, 25 
or 35 or 40 percent. It could, of course, adversely affect all those who 
held an inventory. 

I think it is well that we reexamine our entire action as a Govern- 
ment leading up to the stockpiling and how we have stockpiled and 
what percent of the total rubber supply of the world has gone into 
that stockpile and determine whether we have been unwise in throwing 
this rubber economy into an inflationary price level. 

I think the entire question should be examined very, very carefully. 
That is what we have started and I hope we can have the absolute co- 
operation of all the Federal agencies, as well as the great organization 
that you represent, so that we can get ourselves on a good, sound 
footage in the supply of rubber, the use of rubber and the stockpile. 

Mr. Tratner. If you immedi: itely withdraw from the market, an 
ing 50,000 tons of rubber, of course, the price would drop very dras- 
tically. Under normal conditions that would have a very detrimental 
effect on our economy because it would affect the price of all our in- 
ventories. But today the Government is the sole buyer of rubber and 
the Government is selling rubber to industry and it all depends on 
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what they do, with the selling price of rubber to industry, how it 
affects our over-all inventory valuations. 

Mr. Suaver. Is your company one of the purchasers of rubber for 
the Government. 

Mr. TrarNer. Yes, sit 

Mr. SHaver. Do you purchase rubber for your foreign operations, 
too ¢ 

Mr. Trainer. We purchase rubber for our foreign operations inde- 
pendent of the United States Government. We are an agent for the 
Government in the buying of rubber for the Government and we are 
using our facilities in Singapore and our factories there for processing 
rubber for the United States Government. 

Mr. Suaver. But you also purchase for your own companies, sub- 
sidiaries abroad, is that correct ? 

Mr. Tratner. For our foreign subsidiaries; yes, sir. That does not 
come into the United States rubber procurement program. 

In other words, our plant in England, for example, or in India, their 
purchases of rubber are made just the same as any other plant in 
England or India. 

Mr. Suaver. Those purchases for your own subsidiaries, Mr. 
Trainer, do they run into considerable amounts ? 

Mr. Trarner. Large volumes. And those rubber plants are all run- 
ning full. There is no allocation of rubber in any of those areas. 

Senator Gitterre. Due to the rapid increase in the price of natural 
rubber, jumping 750 percent in just such a short time, you did not 
suffer in your inventory of tires on that. Did you raise the price of 
your tires, in line with the rising cost of the rubber, the raw material 2 

Mr. Tratner. Did we raise the price in line with the increase in the 
price of rubber? No, sir: we did not keep up with the increase in 
price. 

Senator Giuiterre. [I mean percentagewise, did you ¢ 

Mr. Trainer. We raised the price of our product. We had to. 

Senator Giutterre. Then a factor that the Senator looked to, if 
there was a drastic and a quick reduction, that it would have an ad- 
verse effect on inventories that had been manufactured of the higher- 
priced rubber, it would just be a concomitant of the other trend, that 
your inventories you had on hand manufactured from cheap rubber 
were enhanced in vi me when the price went up. Is that not true? 

Mr. Trainer. Yes, s 

Mr. Suaver. From what I understood from your statement, your 
foreign subsidiaries are not suffering by virtue of any shortage of 
rubber ? 

Mr. Tratner. That is correct. 

Mr. Suaver. They are not? 

Mr. Tratner. No, sir. 

The natural rubber thrown on the open market would have a very 
serious effect on world economy. ‘Therefore, I recommend that the 
Government start immediately to release gradually more natural rub- 
ber for civilian use. 

The immediate need for increases in rubber allocations is drastic, 
and we urge that such increases be made at the earliest possible 
moment. The rubber industry and the Nation need more civilian rub- 
ber—to keep our factory workers employed; to keep our many retail 
outlets in business and their employees in jobs; to keep our Nation’s 
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trucks rolling in their vital job of transportation; to keep our farm 
tractors and implements engaged in the production of food; and to 
preserve the usefulness of the Nation’s millions of passenger cars. 

And to accomplish these objectives I recommend : 

1. Our Government should immediately make available to the in- 
dustry for essential civilian use 100,000 tons of dry rubber per month 
for the second quarter of this year. 

9. Expand the synthetic rubber (GRS) plant capacity by at least 
100,000 tons per year. 

3. Reappraise on a realistic basis our country’s rubber stockpile 
objectives in the light of the over-all situation as it exists today. We 
feel that this study will show that now is the time to gradually stop 
adding to the natural rubber stockpile since a sudden termination of 
our natural rubber purchasing is bound to result in serious repercus- 
sions. 

4. Eliminate at the earliest possible date Government allocation of 
rubber. 

Every vehicle of transportation, every farm tractor and implement, 
is one of our Nation’s vital resources in time of national emergency. 

Senator Gitterre. Senator Thye. 

Senator Tuye. I have no further questions. 

Senator Gitierre. I have three or four questions I want to ask you, 
Mr. Trainer, and before I ask them I want to say that I believe the 
members of the subcommittee are almost in total agreement with you 
on these recommendations that you have made. 

First, I want to ask about the synthetic-rubber plants. We have 
been trying to develop evidence here to explain, as well as definitely 
show, that the synthetic rubber production was allowed to drop to a 
point where it was inexcusable. 

Many plants, or at least several plants, had been placed in “moth 
balls” and an attempt has been made here in a great hurry to reac- 
tivate them. We want to assess the facts that lead up to that con- 
dition. 

You say your organization built three synthetic-rubber plants 
during World War iL? 

Mr. Trarner. Yes, sir. 

Senator GitteTTr. One was at Baton Rouge, La. ! 

Mr. Trainer. Yes, sir. 

Senator Gruuerre. One in Lake Charles, La., and one at Akron, 
Ohio? 

Mr. Tratner. Yes, sir. 

Senator Gitterre. Those three were built entirely at your expense? 

Mr. Trarner. They were built for the United States Government 
with United States Government funds, but we received no remunera- 
tion for our time and effort in the building and designing and con- 
structing of those plants. We received no fee for it as the usual con- 
structor does receive a fee. 

Senator Guerre. You built them for the United States Govern- 
ment ? 

Mr. Trarner. That is right. 

Senator GitteTre. The United States Government financed them? 

Mr. Tratner. Yes, sir. 

Senator Gutterre. And you contributed your know-how in build- 
ing those plants and constructing them for the United States Govern- 
met, and you say you had no profit i in that transaction ? 
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Mr. Trainer. That is correct, sir. 

Senator Gitterre. But you have been operating them since? 

Mr. Trainer. Yes, sir. 

Senator Giuterre. Continually, the Akron and Lake Charles 
plants have been operating ? 

Mr. Tratner. Yes, sir. 

Senator Gitterre. At full capacity? 

Mr. Trarner. Not all through that period. Their capacity was up 
and down at different times, but starting about last June or May we 
have been running full ever since. 

Senator Gitterre. Last June or May? 

Mr. ‘Tratner. Yes, sir. 

Senator Gitterre. How about the plant at Baton Rouge ? 

Mr. ‘Trainer. That is operated by the Copolymer Corp. 

Senator Gitterre. You say it is composed of eight smaller con- 
cerns. You are not in that? 

Mr. Trarner. No, sir. 

Senator Gitterre. You are not a member and hold no stock in the 
Copolymer Corp ? 

Mr. Trarner. That is right. 

Senator Gitterre. How about your plant at Port Neches, Tex ? 

Mr. Tratner. That plant was operated by us during the war and 
then, when the synthetic-rubber program was cut back, we put that 
plant in “moth balls” and laid it up and withdrew from the operation 
of it. 

Senator Gitterre. The reduction of synthetic-rubber production 
was cut by RFC? 

Mr. Tratner. That plant was cut 100 percent. 

Senator Gititerre. You were operating it on a contract-lease 
arrangement such as has been referred to? 

Mr. Trainer. Yes, sir. 

Senator Gitterre. Under that you simply received a fee for the 
amount produced ¢ 

Mr. Trarner. Yes, sir. 

Senator Gitterre. And when the Government requested you to quit 
operating you just simply ceased to operate it ¢ 

Mr. Tratyer. That is correct. 

Senator Gitterre. That was on the order of the RFC, and it was not 
your own choice? 

Mr. Trainer. That is right. 

Senator Gmterre. Another thing, you state here your company 
has been cooperating with the Government’s present program to in- 
clude some of the smaller companies in the operation of synthetic- 
rubbiee plants. 

We have had several witnesses here who have testified to the same 
effect. They have cooperated with the Government’s request that 
smaller companies be brought into the operation of these plants. Do 
you know the purpose of that policy? 

Mr. Trarner. I do not believe I could answer that. We were just 
told to take in a smaller company with us in the operation of one of 
our plants. 

Senator Gittetre. I think the representative of either Goodrich or 
Goodyear testified to the same thing: that they were requested to take 
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somebody in as an operating agent with them, take a smaller company, 
and they selected some company out in Indiana. 

We have been unable to develop that there is any particular advan- 
tage in operating these plants. The testimony has been that the fee 
given per pound of production barely compensates for the trouble and 
the work; that they do not have prior access to the production, to the 
rubber that is produced ; so I, for one, have been trying to find out why 
it is an advantage for you people to operate these plants and, second, 
why the Gov ernment has suggested that you bring smaller companies 
in with you when there is no ‘advantage. 

Can you contribute anything on that ? 

Mr. 'Trarner. Under the terms of the contract that will be drawn 
up—we have not completed our contract yet with a smaller com- 
pany, which, incidentally, happens to be the Carlisle Rubber Co. 
we, Firestone, will have the full responsibility for the running of this 
plant even though we do have, as it were, a partner who eets part of 
the fee. 

The responsibility is 100 percent ours to run that plant. 

Senator Gitterre. The agreement between yourself and the smaller 
company as to the division of the fee is on what basis ? 

Mr. Trarner. They left that up to us, sir. They did not tell us. 

Senator Gitterre. The RFC just asked you to take in a smaller 
company with you? 

Mr. Trarver. Work out a satisfactory arrangement with them. 

Senator Gitterre. As an operating agent / 

Mr. Tratner. Yes, sir. 

Senator Tuyr. Mr. Chairman, could I ask a question at that point? 

Mr. Trainer, who would have advised RFC to make such a propo- 
sition? What is the conceivable advantage or reason for it ? 

Mr. Tratner. Mr. Hadlock told us that he was ordered to do this. 

Senator Tuyr. Mr. Hadlock said he was ordered. Now, who would 
be apt to give him such an order? 

Mr. Tratner. I cannot be absolutely sure who Mr. Hadlock’s boss is, 
but I imagine it is the Chairman of the Board of the RFC. 

Senator Tryr. That is what leads me to ask this question: If the 
RFC projects itself into the situation and tells you and a company 
of a size comparable to yours to proceed to take in smaller organiza- 
tions, and says you will be responsible for the management, alloc: ation, 
and distribution of the finished product, now who w vithin the industry 
might have given such advice to the RFC Chairman ? 

Mr. Trarner. I could not answer that. The only thing I might say 
is: Our having this partner is not going to hurt the operation ‘of this 
plant, but it is not going to help the « operation of the plant. This part- 
ner may learn something about synthetic-rubber production that he 
does not know today. I think, when you say that, you have said the 
whole thing. 

Senator Tuyr. You think then it would be strictly on the basis 
of the ability and the know-how of your organization that would en- 
able a more efficient operation in the organization that you take over. 
However, RFC said over whom you were to assume the responsibility ; 
did they not? Did they make a suggestion or were you allowed to 
make the selection ? 

Mr, Trainer. They named four or five companies and said we 
could select one. 
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Senator Tuyr. Were you a little surprised when they made the 
suggestion ¢ 

Mr. Trarner. I think that is putting it rather mildly. 

Senator Tryr. Was the other party surprised, the one which was 
to come under your management and direction / 

Mr. Trarner. After they suggested four or five companies, we sug- 
gested the Carlisle Co. to ‘them as the one. If we are going to have 
to take somebody in, we wanted Carlisle. We knew them and worked 
with them before. Their name was not originally suggested to us. 

Senator Tryr. It would have been very interesting if someone 
could have been an eavesdropper to hear the conversation that. took 
place when Carlisle was told that Firestone was going to be their lord 
and master for an indefinite period of time. There is something 
peculiar, would you not say ? 

I am not an expert in the rubber field and have never been in it, 
except as a user of rubber, but I would say it is a little peculiar. 

Mr. Trarner. I would say it was a little bit of a windfall to Carlisle. 

Senator Tuy. In what way? 

Mr. Trainer. That they were going to get part of the fee for the 
operation of this plant. 

Senator Tryr. That they could go to Florida and leave you to 
worry about the thing / , 

Mr. Tratner. It is our responsibility to run the plant. 

Senator Ture. It is your responsibility, but Carlisle would proceed 
to draw their salaries and everything while you do all the work? 

Mr. Tratner. I think that is a fair statement. 

Senator Truyr. That is all, Mr. Chairman. 

Senator Gitterre. Now, Fe next matter I want to refer to is 
your statement with regard to the synthetic-rubber-producing ¢a- 
pacity of our country being 900,000 tons a year. That is on the basis 
of full operation ¢ 

Mr. Tratner. That includes the butyl, the neoprene, and these 
other special rubbers. The synthetic capacity, GRS, which is the 
thing in which we are primarily interested, is about 63,000 tons a 
month. I think this month they will produce about 54,000 tons. 

Senator Gituerre. I am not particularly interested in the figures. 

Mr. Tratner. They are about 9,000 tons from their top peak 
capacity. 

Senator Gitterre. The point I am trying to develop for the record 
is that, if the present capacity is utilized to the full, it would approxi- 
mate 900,000 tons a year? 

Mr. Trainer. That is correct, sil 

Senator Gitterre. Capacity already constructed, if it is all utilized ? 

Mr. Trarner. Yes, sir. 

Senator Giuterre. Does that take into consideration plants that 
have been put in “moth balls” and are to be brought back in? 

Mr. Trainer. In other words, that is capacity part of which is being 
reactivated now. It included those plants that had been shut down. 

Senator Gitterre. That was the point. 

Now, the other matter, the last matter that I except to ask you about, 
Was an inquiry similar to that made of the Goodyear representative. 
The question of the base period that was selected comes into this prob- 
lem in connection with your testimony and in connection with the 
situation we are trying to develop. 
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I am reading here from the report carried in a trade paper entitled 
“The B. A. News,” where a tabulation appears showing that Firestone 
in 1949 made a profit of $17,823,000, or a percent profit on sales of 3 
percent. 

In 1950 they made a profit of $33,267,561, or almost double profit in 
1950 over 1949, and a better than 25-percent increase in percentage on 
sales for 1950, or 4.1 as against 3 percent on sales in 1949. 

Then would you say, Mr. Trainer, that the selection of any portion 
of that year as a base would be unfair to the Firestone Co.? This par- 
ticular base period that we are selecting? 

Mr. Trarner. I have already stated that our historic use of rubber— 
whether you take that base period that was used, or if you were to 
take a base period 6 months before that, or 6 months before that, or 6 
months before that, our percentage was essentially the same through- 
out that entire period. 

Senator Gittetre. Your percentage of what ? 

Mr. Tratner. Of the total rubber consumed in the United States. 
We had available for our workers and our dealers that percentage of 
the total rubber. It is true that we made a higher percentage in 1950 
than we did in 1949, but I do not believe anybody is going to argue that 
making less than 5 percent on sales is making too much. 

Senator Gitterre. fT am not arguing that at all, and I do not intend 
to argue that. I am just suggesting that in the base period selected 
it was a period where your sales had increased from $579,000,000 plus 
to $690,000,000 plus, while your percentage of profit increased better 
than 25 percent on your sales. 

It would seem to me that that would not be an unfair base period 
to take for the operation of your company. 

Mr. Tratner. Oh, no. That was a fair period insofar as we are 
concerned. 

Mr. Suaver. We have been talking about the fees paid for the 
operation of these synthetic plants. 

What, specifically, is the fee that Firestone receives ? 

Mr. Trarner. I think it averages out something less than half a 
cent a pound ona product that sells for 25 cents a pound. It is about 
2 percent. 

Mr. Suaver. How much did it amount to to your company, several 
million dollars? 

Mr. Trarner. It is appreciably less than $1,000,000. There again 
I think you are dealing with the percentage involved. 

Mr. Srraver. Do you get the payment of this fee from the Govern- 
ment ? 

Mr. Trarnrr. This fee is paid to us by the Government and it is 
included by the Government in the cost of the product. 

Mr. Suaver. Do you have the alternative of buying the rubber 
which is produced by your plant? 

Mr. Tratner. It so happens that. we consume an amount of rubber 
which is about equal to what we produce. 

Mr. Suaver. About equal to what you produce in your plants? 

Mr. Trarner. That is right. 

Mr. Suaver. And it is Government owned? 

Mr. Trartner. Yes, sir. 

Mr. Suaver. And in effect, Mr. Trainer, is this not a true state- 
ment, that you buy the synthetic rubber at a price less the fee which 
is given your company ¢ 
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Mr. Trarner. Yes; but we run those plants, and those plants do 
not run by themselves. 

Mr. Suaver. I understand, Mr. Trainer. I only wanted to get the 
answer to the question and I will ask about the operation of the 
plant. 

Mr. Trarner. I would like to have the question again, sir. 

Mr. Suaver. Is this not a true statement, that in effect you pur- 
chase the rubber that you make for the Government at the price less 
the fee which the Government pays you for producing the rubber? 

Mr. Tratner. We pay the same price for that rubber that every- 
body else pays. 

Mr. Suaver. I am not trying to develop that, Mr. Trainer, believe 
me, but if you get half a cent a pound, and you buy about all Fire- 
stone produces, then in effect do you not have the alternative of buying 
this rubber at the price less the half-cent a pound or three-quarter 
cent a pound that you get for producing rubber / 

Mr. ‘Trarner. I think you have two specific problems there. We 
buy rubber and pay the same price for it that everybody else does. 
We run and manage some great big synthetic rubber plants for which 
we get a fee, which is about 2 percent of the cost of the product. 

Now, these plants do not run themselves. It takes management to 
run them, and we are entitled to that fee for running those plants. 

Mr. Suaver. Do you feel that the management is confined in just 
a certain number of companies in order to ‘be qualified to run one of 
these plants? 

Mr. Tratner. I think you must have at least 25 companies involved 
in the running of these synthetic rubber plants. 

Mr. Suaver. In other words, you feel that a qualified small rubber 
company could operate one of these plants? 

Mr. TrarNer. A well-managed, well-run company could. 

Mr. Suaver. I mean a qualified rubber company, small rubber com- 
pany, could operate one of these plants / 

Mr. Tratner. Yes, sir. 

Mr. Suaver. Did RFC tell you what percentage you had to give 
to Carlisle or any other company ? 

Mr. Trartner. No, sir. 

Mr. Suaver. Have you indicated to Carlisle, of your own’ choosing, 
what percentage they are going to get? 

Mr. Tratner. Yes, sir. 

Mr. Suaver. What is that? 

Mr. Tratner. We have not concluded our arrangement with them 
at this stage. We have been talking about 10 percent. 

Mr. Saver. Do you feel under the Rubber Act of 1948 as amended 
that we can have a free competitive synthetic rubber industry in this 
country where the synthetic plants are Government owned and Gov- 
ernment operated, without allowing small businesses an equal oppor- 
tunity to participate in that operation ? 

Mr. Tratner. I do not know that I fully understand that question. 
The Government operates all the synthetic rubber plants. It is a mo- 
nopoly insofar as the Government is concerned, and they select some 
people to run or manage those plants. 

Mr. Suaver. Where that selection is restricted to a small number, 
then are we providing, again by Government mandate, Mr. Trainer, if 
you please, the opportunity for the qualified small rubber company 
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to gain this opportunity, this know-how, and equal opportunity along 
with the other businesses. 

Mr. Tratner. I think they are getting that opportunity. 

Mr. Suaver. How much of the synthetic plants do small plants 
actually have the operation of? Iam not indicating this 5 or 10 per- 
cent partic ipation of which you spoke. 

Mr. Trarer. There is the copolymer plant at Baton Rouge. I 
think that has six or eight companies in it, and I think there is the 
Kentucky synthetic at Louisville, Ky., that has 10 small companies 
in it, and I think there is one of the west coast plants being run by a 
couple of companies. 

Mr. Suaver. Is it not somewhat strange, Mr. Trainer, that you 
speak of the west coast plants, and we have had it developed in Gen- 
eral Latex, in the Goodrich or Goodyear plant, in those instances 
the RFC practically directed that 35-percent participation be re- 
quired; whereas you have testified here that the RFC did not indicate 
what percentage they wanted? Is that not somewhat a singular posi- 
tion for the RF C to take? 

Mr. Tratner. I do not know what the RFC told somebody else. 1 
know what they told us. 

Mr. Suaver. Yet you would agree, would you not, Mr. Trainer, 
that under the Rubber Act the RFC has power to require such terms 
and conditions as they seek, in the operation of these plants ¢ 

Mr. Trarner. I think that is the law. 

Mr. Suaver. In other words, the company working with Firestone 
could be told how much of the percentage they could get, and tell 
them how much of the management and operation of the plant they 
should assume ¢ 

Mr. Trarner. They could do that; yes, sir. 

Senator Giutterre. Do you have any further questions, Senator 
Thye? 

Senator Tuyr. I have one question, Mr. Trainer. 

You do not have to answer this question. I am just seeking infor- 
mation. 

Do you think the United States Government made a mistake in put- 
ting their synthetic plants in mothballs, so to speak? Would we 
have been wiser had we.proceeded to have operated and produced 
more synthetic rubber, done more research in this field, and prepared 
our way so we would be more insured as a Nation, and that we would 
pot have been so dependent on another country through which the 
rubber supply was forthcoming ? 

You do not have to answer that unless you feel you want to. 

Mr. ‘Trainer. Firestone has always been in favor of a good strong 
synthetic rubber industry in this country. 

Senator Tryr. Then you were disappointed at the decision of this 
Government when they reduced the operation of the synthetic plants! 

Mr. Trainer. And when they did not keep them running at a higher 
level and ke i” a good working stockpile, rather than no “stockpile of 
synthetic rubber, because when it is all said and done, they had a 


responsibility to serve the people who wanted to buy sy nthetic rubber. 
Senator Tarr. And you would have continued using synthetic if 
the synthetic rubber supply were available ? 
Mr. Trarner. I so testified that we used synthetic rubber and paid 
1814 cents a pound for it when it would have been clearly cheaper 
for us to use natural rubber at a lower price. 
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Senator Ture. Thank you very much, Mr. Trainer. 
Mr. Suaver. With regard to your page 6, you say: 


As to established concerns, no company during this period of restriction 
should improve its position at the expense of another. 

I will not release any of the statistics relating to your company, but 
[ will ask you this general question: Do you Y believe any allocation 
program is fair which would permit one company, between February 
and March, to increase its percentage, in pounds, 10 percent, whereas 
a similarly established business concern is decreased 20 percent, or 
35 percent in that same period ? 

Mr. Tratner. It all depends on what point you start from. 

Mr. Suaver. I appreciate that. I have before me the figures of 
the Department of Commerce. I assume they start from the same 
point on all three companies? Bear in mind, Mr. Trainer, my ques- 
tion includes three established concerns. 

Mr. ‘Tratner. All companies should be treated alike. 

Mr. Suaver. Then you would agree with me that any allocation 
program where that wide discrepancy appears, there must be some- 
thing wrong with either the base period, or something is present 
which we cannot see that would permit such a wide disparity ? 

Mr. 'Tratner. I want to repeat that we should all be treated alike. 
There may be some extenuating circumstances connected with this 
particular case which I am not familiar with that had a bearing on 
these figures that you have just mentioned. That I do not know. 

Mr. Suaver. I am using your figures, Mr. Trainer, and I assume 
they start from the same place and that they use the same calcula- 
tion in reaching the percentage. When one gains 10, one goes to 20, 
and one loses 35. There must be something inherently wrong. 

Mr. Tratner. Not having made the figures and not being able to 
look at them, I cannot say. 

Mr. Suaver. I have a general question on page nine where you 
state that if you lose your large number of skilled employees, the 
difficulties of your industry would be made even worse. 

Going back to these figures, under this arrangement, Mr. Trainer, 
they are not only going to lose their skilled employees, but they are 
going out of business. Again I say, how can we reconcile those fig- 
ures’ They have testified to us time after time that within nine days 
they are going to be out of business. Many of these small rub ber 
companies have testified that. 

Mr. Trainer. It all depends on where the base period starts and 
what you are talking about. We know that there are inequities in this 
allocation program and we have the feeling that some of these smaller 
companies should be given, perhaps, some unusual help during this 
period. But we do not think that applies to the companies that have 
been well established within the industry for many years. In other 
words, there is one group of companies that historically their rela- 
tionship has been fixed over a long period of time. They are the big 
consumers. Not only big companies, but the medium-sized companies 
along with them. I believe that whole group should be held more 
r less status quo. 

You go down and help some of these small fellows and it is not 
going to be a drop in the bucket. 

Senator Gitiette. It is the whole bucketful as far as they are con- 
cerned. 
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Mr. Trainer. I mean so far as the whole over-all rubber situation 
is going to be affected. 

Senator Guzerre. What is your idea on allocation by segments, Mr. 
Trainer ¢ 

Mr. Tratner. I think it would be an almost impossible job. The 
whole problem here is, “Let’s have a little more rubber,” iid all these 
allocation problems will disappear overnight. We would not be here. 

Mr. Suaver. There would not be any allocations, would there, Mr. 
Trainer? 

Mr. Trarner. If you give us 100,000 tons of rubber a month, all this 
will disappear into thin air. 

Mr. Suaver. We are trying to see that these little people are allowed 
to stay in business dur ing this: allocation period. The allocation period 
is very limited, of course. 

Mr. Tratner. There are a lot of them who need help and we also 
think there are a lot of those who are asking for help that do not 
need it. 

Mr. Suaver. It is on an equity basis and they have to prove their 
case. 

Senator Ture. Right at that point, Mr. Chairman, may I make 
this one observation: Mr. Trainer, you are definitely familiar with the 
entire synthetic rubber operation and production. You could very 
easily answer the question, Have we enough raw material which is 
necessary for making synthetic rubber so that there is no question 
about stepping up the production of synthetic? 

Mr. Tratner. Synthetic rubber uses two main raw materials— 
butadiene and styrene. When we reach a capacity of 63,000 tons, we 
will be using at that time all the available butadiene and styrene. 

Senator Ture. Of course, there are some dependent on that, so if 
you used it all, and we had none, then there would be somebody else 
down in that level who would suffer. 

Now, can we develop all to a point where your synthetic and the 
user of the first process that goes into synthetic would not be starved 
out? In other words, do we have enough raw materials so that all 
could be served who are dependent on that product ? 

Mr. Tratner. Yes, sir. 

Senator Ture. Basic materials? 

Mr. Tratner. Yes, sir; or we could procure them. 

Senator Ture. It is a question of stepping up production? 

Mr. Tratner. You will have to reactivate more butadiene plants. 

Senator Tuyr. We have the plants? 

Mr. Tratner. We have the plants. 

Senator Ture. They are in moth balls at the present time? 

Mr. Trainer. Yes, sir. 

Senator Tuyr. It is just a question of unlocking the doors and going 
to work? 

Mr. Trarner. And doing a lot of work to get them to run, before 
they will run. 

Senator Gitterre. Thank you very much, Mr. Trainer. We appre- 
ciate your contribution. 

Mr. Walsh. 

Mr. Walsh, our time has expired. Do you have a prepared 
statement ¢ 
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Mr. Watsu. I have a prepared statement, Senator. 

Senator Giuterre. Which would you prefer, to present your pre- 
pared statement and have it incorporated in the record without read- 
ing, or to come back at a later time this next week and read your 
presentation ? 

Mr. Watsu. If the committee please, Senator, I would prefer to 
come back and read my statement, with your indulgence. 

Since the beginning of this emergency, around July 1, I have had 
the privilege of traveling some 35,000 miles across this country and 
contacting tire dealers and recappers in some 32 States of the Union 
and I feel that the things that I have learned there and that our asso- 
ciation has assembled have a very direct bearing on this and may 
help a great deal in clearing up the situation. I am representing the 
National Association of Independent 'Tire Dealers of Washington, 
D.C. 

Senator Gitterre. We will be very glad to have that information 
and we will comply with your suggestion and you will be called then 
early next week. 

The committee will rise and reassemble Monday morning at 10 
o'clock. ; 

(Whereupon, at 12:07 p. m., the subcommittee was recessed, to 
reconvene at 10 a.m. Monday, April 9, 1951.) 
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MONDAY, APRIL 9, 1951 


Unrrep Sratres SENATE, 
SuBcOMMITTEE ON RUBBER OF THE 
Setecr CoMMITTEE ON SMALL Business, 
Washington, dD. CG. 

The subcommittee met, pursuant to recess, at 10:10 a. m., room 457, 
Senate Office Building, Washington, D. C., Hon. Guy M. Gillette 
(chairman of the subcommittee) presiding. 

Present: Senators Gillette, Thye, and Long. 

Also present: Mr. Shaver. 

Senator GitLerre. The subcommittee will come to order. 

The subcommittee meets pursuant to the recess taken last Thursday, 
to 10 o’clock this morning. 

The first witness that we will hear this morning is Mr. Frank 
Tobin of the International Teamsters Union. 

Will you give your full name to the reporter ¢ 


Mr. Torin. Yes, sir. 


STATEMENT OF FRANK TOBIN, PUBLIC RELATIONS COUNSEL FOR 
THE INTERNATIONAL BROTHERHOOD OF TEAMSTERS, IN BE- 
HALF OF DAVE BECK, CHAIRMAN OF THE TRUCKING INDUSTRY 
NATIONAL DEFENSE COMMITTEE 


Senator Gitterre. Mr. Tobin, we are glad to have you here. You 
have a formal statement you would like to make ? 

Mr. Torin. Yes, sir. 

Senator GinLerre. We will be very glad to have you read it into 
the record. 

Mr. Torin. This is a statement of Frank Tobin, public relations 
counsel for the International Brotherhood of Teamsters, in behalf of 
Dave Beck, chairman of the Trucking Industry National Defense 
Committee, before the United States Senate Select Committee on 
Small Business, in Washington, D. C., on April 9, 1951. 

I am appearing here today in place of Dave Beck, chairman of the 
Trucking Industry National Defense Committee. Dave Beck 
wanted very much to be here in person, but has been prevented by a 
previous commitment which could not be changed. The committee 
is composed of representatives of the various branches of the trucking 
industry of our country. The other members of the committee are: 
Roy Fruehauf, president of the Fruehauf Trailer Co., representing 
truck-trailer manufacturers; Leland James, president of the Ameri- 
can Trucking Associations, representing the owners and operators of 
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trucks and truck-trailers; Peter Molder, executive vice president of 
International Harvester, representing the truck manufacturers. 
Dave Beck, as the executive vice president of the International 
Brotherhood of Teamsters, Warehousemen, and Helpers, represents 
labor. 

This united committee was formed and functions for the purpose 
of contributing to the national defense program a maximum of par- 
ticipation by the trucking industry. In our country, the trucking 
industry constitutes the most important and essential of our trans- 
portation systems. The transportation provided by railroads and 
steamships would be useless without the trucks to move freight from 
the rail and ship terminals to the destinations where the freight is 
to be used or consumed. 

Frankly, the failure of our Government officials in the mobilization 
and National Production Authority programs to appropriately 
recognize the vital importance of maintaining the truc king industry 
is a matter of the gravest concern. Specifically, I have in mind their 
failure to utilize their lawful powers and their prestige to prevent 
the current practice of the rubber companies in supplying pleasure 
passenger-car automobiles with tires to the exclusion of tires for the 
trucking industry. 

This committee has heard these Government officials testify that they 
are going to do something to alleviate the situation—a generalized 
promise ‘which has not yet been carried out. You have heard the 
president of one of the large rubber companies say that the tire 
shortage would be felt first of all by farmers this summer unless the 
Government’s allocation program for rubber-products producers is 
drastically revised upward, and that trucks would also be without 
tires. Have any of these witnesses been called to account because 
together they have ignored the needs of the trucking industry for 
tires? Instead, this combination of Government officials and tire com- 
panies has been providing tires for passenger cars used for pleasure 
at the expense of trucks and truck-trailers. Their failure to conform 
with the law and the intent of our national program is responsible 
for the black market in truck tires, requiring today a penalty for the 
pure ‘haser of $30 to $50 per tire. 

Speaking as a representative of organized labor—namely the 
teamsters who drive the trucks—I want to emphasize how this situa- 
tion appears to them. They do not want to ride on worn-out tires. 
The personal danger involved is apparent. The harmful effect upon 
the defense effort of d: amage and delays to freight and equipment 
caused by tire trouble is also evident. This indifference to the s safety 
of teamsters and freight, evidenced by the failure to provide tires for 
the trucking industry, is matched by the attitude of some of these 
same officials who have been quoted as saying that truck and trailer 
equipment can be made of wood. You can well imagine the effect of 
such published statements on the teamsters. It is like telling the rail- 
road brotherhoods to go back to wooden cars. 

Gentlemen, there is something very wrong. On the one hand, the 
administration, using all the power of its publicity mediums, has 
been pleading with labor to put forth a maximum effort for the 
defense program, and clearly expects labor to make sacrifices in so 
doing. And yet the same administration, by its failure to provide 
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essential rubber, steel, aluminum, and copper for the trucking in- 
dustry, threatens the personal safety of a large and essential segment 
of organized labor—namely, the teamsters—and endangers the ver y 
existence of the trucking industry. 

It seems to me that this practice of taking care of the passenger-car 
production with steel and rubber at the expense of the trucking in- 
dustry could only come about through close and interlocking relation- 
ships between the tire companies and the passenger-car manu- 
facturers. I hope that this committee will use the extensive investi- 
gative and subpena powers at its disposal to examine thoroughly into 
these relationships and their effect upon the present deplorable situa- 
tion. Is it true, as has been widely rumored, that the Du Pont interests. 
for example, have practical control of United States Rubber, as they 
have of General Motors? If this is true, of course, it accounts for the 
fact that General Motors passenger cars are getting rubber. Is it true 
that there is an interlocking relationship between Chrysler and Good- 
year, and between Ford and Firestone, which similarly has resulted in 
rubber going for pleasure and passenger cars? As I said, this is 
one phase of the situation which I trust you gentlemen of the com- 
mittee will pursue vigorously, because common sense tells me that 
there must be some such interlocking arrangements to account for 
freezing out the trucking industry from tires. 

We are in a motor age; plants are miles away from railroads, in 
many instances. Many new plants are being built away from railroad 
sidings—an unheard-of happening years ago—because a plant that is 
connected with a highway and a truck- trailer is as easy to reach as 
one that used to be connected to a railroad. All our talk of increased 
productivity becomes a shambles unless we provide the very best of 
transportation. 

Motor haulage is an essential phase of our national economy. 
Management and labor have both recognized this and know how to 
settle differences. I point to the recent signing of a contract between 
the New York operators and the New York unions, and the organiza- 
tion of the Trucking Industry National Defense Committee. 

As against passenger cars—rubber tires for passenger cars—and 
those for trucks, the passenger cars shape up almost certainly as a 
luxury. These luxuries must come after trucks, and the allocations 
of tires for these phases of our economy must not be left to the whims 
of the manufacturers. 

We want a high standard of living in which each man should have 
his own automobile and his own house, but the emphasis now is on 
defense and on speed in gearing that defense. We must get defense 
goods to our boys and we must make certain that we are strong enough, 
should the Russians decide to attack, that we will be ready to meet 
them. 

Thousands of our great industrial communities have no access to 
railroads; they depend entirely upon trucking and trailers for their 
survival as a business enterprise. This is especially true in many 
small industries and it is also true in large industries. If appropriate 
allocations are not forthcoming, it might be necessary to ask for legis- 
lation so that trucking will not die. 

In face of National Production Authority assurances the trucking 
industry has been deprived of tires at the expense of the greatest first 
quarter production of passenger automobiles in history. As a result 
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new truck-trailers, today, stand idle in manufacturers’ lots naked of 
tires. Moreover, both trucks and truck-trailers have been delivered 
on single tires, although they must be equipped with dual tires before 
they can be used. 

These idle vehicles were not intended for showroom displays or for 
a so-called stockpile. These were purchased in all good faith by motor- 
truck operators, both commercial operators for hire and_ private 
operators transporting their own merchandise. 

Not only have union members suffered by a loss of necessary em- 
ployment, but the mobilization effort has been robbed of the services 
of these drivers and their vehicles so necessary to move the “fighting 
freight” of the Nation. 

There is also a further danger, and a serious one, to which I should 
like to call your attention. It is a known fact that the tire com- 
panies, normally, build up their inventories of replacement tires dur- 
ing the winter months in anticipation of the heavy replacement de- 
mand during the hot-weather months. This is especially necessary 
in the case of truck tires, for there just isn’t enough mold capacity 
and there aren’t enough skilled truck-tire builders to meet the heavy 
replacement demand during the midsummer months. 

The hot weather is just a few weeks away and the tire manufacturers 
and their distributors and dealers are in no way prepared to keep our 
truck fleets rolling. I do not wish to be an alarmist, but it is clear 
to me that even if corrective action is taken now, we are faced with a 
serious transportation crisis within the next few months. 

Perhaps the Government agencies responsible for this sad state of 
affairs have relied on the reported excessive inventories of truck tires 
in operators’ hands. If so, they are in for a shock, and we are all in 
for plenty of trouble. A few of the large private operators may have 
adequate tires to see them through this emergency, but the average 
truck operator is not so fortunate. If he built up his tire stock last 
summer, he has pretty generally used up any oversupply he may have 
had, because his mileage and his traffic have been increased along with 
the general step-up in the mobilization program. Moreover, in many 
instances he has had to supply tires for the new equipment, especially 
truck-trailers, that he had to put into service to handle his increased 
business. 

In summary, members of the committee, I would request the com- 
mittee to concentrate its attention on these phases of the tire shortage 
for the farmer and the trucking industry: 

1. To what extent are interlocking directorates or other arrange- 
ments between the big rubber companies and the passenger-automobile 
manufacturers responsible ¢ 

2. Why have the national production authorities failed to utilize 
their authority under the law so that the tire companies have supplied 
tires in proper proportion to farm and truck equipment ¢ 

3. Why does the Government permit the black market in tires, espe- 
cially truck tires ? 

I want to thank you, Senator Gillette, for giving me the opportunity 
of presenting the statement of the National Rubber Committee this 
morning. 

Senator Gitterre. Mr. Tobin, the subcommittee is very grateful to 
you. You have made a very challenging statement here, and some of 
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the phases to which you have called attention, we have already made 
some studies in and expect to expand those studies. 

Some of the questions in your statement here I think may be an- 
swered when Mr. Spencer of the National Production Authority fol- 
lows you on the stand. 

There are probably a few questions we would like to ask you before 
vou leave the stand. 

Senator Thye. 

Senator Tirye. No, Mr. Chairman, I have no questions. I thought 
the statement was very good. You stated what the situation was re- 
lating to the truckers. 

Mr. Tostx. That is right, 

Senator Tiyr. A truck is no good, of course, without tires. 

Mr. Torin. That is correct. 

Senator Tirye. Neither isa trailer. We need the equipment to move 
the freight. There is a backlog of freight the Nation over. 

Mr. Tosrn. Certainly. 

Senator Ture. For that reason we are going to try to get you some 
rubber or get rubber on those true a me are now sts nding idle. 

Mr. Tosrx. We appreciate that, s 

Senator GitLerre. Counsel. 

Mr. Suaver. I have no questions, Mr. Chairman. 

Senator Gitterrre. I have a few questions to amplify your state- 
ment. 

You said: 

Specifically, I have in mind the failure of the National Production Authority 
to utilize their lawful powers and their prestige to prevent the current practice 
of the rubber companies in supplying pleasure passenger-car automobiles with 
tires to the exclusion of tires for the trucking industry. 

That, of course, is a comprehensive accusation and a serious one. 

I wonder if you can help us in suggesting wherein they have failed— 
what they could have done that they did not do under their powers. 

Mr. Tosrx. As I have attempted to point out, Senator, we feel that 
since there is a large supply of raw rubber in the country today, and 
since these automobiles or pleasure cars are being turned out in in- 
creasing amounts every month, it seems, and they are well equipped 
as far as tires are concerned, there must be some reason other than the 
war effort, the profit motive, which is making these tire companies 
devote so much of this raw rubber to pleasure vehicles. 

We do not object to pleasure vehicles being supplied with tires, but 
we would like to see the trucking industry get a fair share of the rubber 
supply which is in the country. 

Senator Guuterre. Having in mind, Mr. Tobin, that through some 
fault—and I for one feel that it was definitely a fault—there was a 
failure to anticipate the situation in which we now find ourselves and 
a laxity in keeping in production, and in full production, the synthetic 
rubber plants, or considering the stockpile needs that might develop, 
I feel there has been a laxity. “However, we find ourselves faced with 
a condition. We hope to probe rather completely into this field of 
responsibility for this laxity and failure. But we find ourselves faced 
with a condition in which there is, due to the sudden development of 
almost a war economy, a shortage of rubber, and the needs and urgent 
need for building up a stockpile for war purposes. 
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That took, of course, a large amount of rubber; it took it out of the 
amount that would ordinarily be available for civilian supply and 
causes a dislocation all along the line. 

Your charge, as I understand it, is that there has been discrimina- 
tion, in that too large a portion of the reduced supply has been made 
available for passenger-car tires and that as a consequence the proper 
share, or what you would consider a proper share, of the rubber for 
trucking and for the farming industry has been channeled into this 
other field. 

Mr. Tostn. That is it; yes, sir. That is expressing it in a few words 
and it took me about seven pages. 

Senator Gritetre. I thank you for that compliment. That is, of 
course, not correct ; I am just trying to summarize. 

Another thing that I am interested in asking you about: Again you 
referred to this discrimination and stated : 

Their failure to conform with the law and the intent of our national program 
was responsible for the black market in truck tires requiring a penalty today 
of $30 to $50 a tire. 

We should like very much for you to amplify that statement. 

Do you have any information, actual information, as to the existence 
of such a black market ? 

Mr. Torry. I think we intend to put on subsequent witnesses who 
will develop that part of my testimony. 

Senator Grterre. They will show that that exists ? 

Mr. Tosrn. Yes, sir. 

Senator Gittetre. That there is a black market now ¢ 

Mr. Tosin. They intended to do it. 

Senator GitteTre. Consequently, as a result of those black-market 
channels, the users are being charged this additional sum of $30 to 
$50 a tire. 

Mr. Topsrn. Yes, sir. We hope we will be able to elaborate on that 
to the satisfaction of the committee. 

Senator Gitterre. We shall appreciate that very much. 

I do challenge one of your statements. You say that under present 
conditions, passenger cars are almost a luxury. There was a time 
when passenger cars were definitely a luxury but in view of the fact 
that we have geared our whole economy, giving dependence to trans- 
portation and the passenger car, I am inclined to take issue with you. 

Mr. Torry. My statement was really to bring out the fact that there 
is no doubt about a truck being a nonluxury. A passenger car we all 
realize is sometimes a necessity and sometimes a luxury. Today it is, 
under our economy, a necessity for the most part, but it has not the 
necessity tinge that a truck has. 

Senator Giiierre. Even out in the section from which Senator Thvye 
comes, and from which I come—— 

Mr. Tortn. There is too much snow out there now—— 

Senator Griterre. Of course, you cannot use the roads now on ac- 
count of the snow. 

Senator Tuye. At the present time, we have mud and floods. 

Senator Grierre. I do not believe there is one farmer in our country, 
one farmer in 400, who has any other way now of getting to town or 
getting to his market or getting in his supplies except in the use of his 
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automobile. The time when we could hitch up old Dobbin and drive 
to town is gone. 

Mr. Tosrn. That is right. 

Senator Toye. In fact, we do not have old Dobbin, even if we had 
the buggy to hitch him to, or the wagon. 

Mr. Chairman, I think the witness was just trying to amplify the 
need of truck tires. As I think the witness would agree, all you have 
to do is look out this window and see this parking lot full of auto- 
mobiles which is an indication that the workers coming to their re- 
spective jobs are dependent upon that automobile to come the distance 
and you have not got public utilities that could convey the worker to 
his job the Nation over without being dependent on the automobile. 

We are all tied together. You cannot separate one any more than 
you can separate the other. The sad thing is that perhaps the blanket 
is not big enough to cover us all at the same time, but we are going to 
try to stretch that blanket so it will cover us all at the same time. 

Senator Gruierre. I fully agree with my colleague and I fully agree 
with you in the statement you made on page 6 where you say: 

I do not wish to be an alarmist but it is clear to me that even if corrective 
action is taken now we are faced with a serious transportation crisis within the 
next few months. 

I think that is not overstated. I think you are entirely correct. 

On your concluding page, you mention three matters or phases in 
which you suggest that we direct our attention and give our best at- 
tention and interest: 

First, to what extent are interlocking directorates or other arrangements be- 
tween the big rubber companies and the passenger-automobile manufacturers 
responsible? 

I think that is a field we must develop. You understand, of course, 
it is not an easy field to develop, because not only in this field but in 
other corporate instances, the organization does not lend itself readily 
to investigation. We have to have counsel as able as Mr. Shaver here, 
and a number of assistants for him to develop that. 

Now your second suggest ion is: 

Why has the National Production Authority failed to utilize their authority 
under the law so that the tire companies have supplied tires in proper propor- 
tion to farm and truck equipment ? 

Following you on the stand will be Mr. Spencer of the NPA, and 
I am sure he will want to make some comment on that. I will say in 
his behalf that he has not been in control of this Rubber Division of 
the NPA through its entire history. 

Your last recommendation : 

Why does the Government permit the black market in tires, especially truck 
tires 7— 
is a phase that we will definitely try to develop, and you suggested 
that you would have some additional testimony for us. 

Mr. Toprn. Yes, sir. 

Senator Giuietre. Is there anything further? 

We are very grateful to you, Mr. Tobin, and appreciate your com- 
ing here very much. 

Mr. Tosty. I thank you, sir. 

Senator Gitterre. Mr. Leland Spencer. 
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FURTHER STATEMENT OF LELAND SPENCER, DIRECTOR, RUBBER 
DIVISION, NATIONAL PRODUCTION AUTHORITY 


Senator Gutterre. I am going to ask Senator Thye, of Minnesota, 
to take over and preside at this point. 

Senator Torr. Thank you, Mr. Chairman. 

Mr. Spencer, I think you are known to the 1 reporter since you have 
been on the stand before. You may proceed, Mr. Spencer, 

Mr. Spencer. I completed my formal statement last Thursday, Sen- 
ator. ‘There have been a couple of additional requests for information 
which I have prepared in the interim and which I would now like to 
submit to the committee. 

Senator Tuyr. We will be happy to receive them. 

Mr. Spencer. The first request covered the persons who were in at- 
tendance at the Rubber Industry Committee meeting on August 18, 
1950. I herewith hand that list to the clerk. 

Senator Tuyr. Do you want that placed in the record, or do you 


want to make that statement ? 

Mr. Spencer. The request was made to my office and I would like 
to submit it in reply to that request. 

(The document referred to is as follows :) 


The following persons were in attendance at the Rubber Industry Advisory 

Committee meeting on August 18, 1950: 

R. BE. Drake, Avon Sole Co., High Street, Avon, Mass. 

Ik. W. Kane, American Hard Rubber Co., 11 Mercer Street, New York 13, N. Y. 

J. A. Walsh, Armstrong Rubber Co., 475 Elm Street, West Haven 16, Conn. 

Charles H. Baker, Charles H. Baker, Inc., 44 Warren Street, Providence 7, R. T. 

H. S. Royce, Boston Woven Hose & Rubber Co., 29 Hampshire Street, Cambridge 
39, Mass. 

A. L. Freedlander, Dayton Rubber Co., 2342 West Riverview Avenue, Dayton 1, 
Ohio. 

H. A. Winkelmann, Dryden Rubber Division, 1014 South Kildare Avenue, Chicago 
24, Tl. 

C. W. Yelm, Gates Rubber Co., 999 South Broadway, Denver 17, Colo. 

H. S. Firestone, Jr., J. C. Roberts, Firestone Tire & Rubber Co., 1200 Firestone 
Parkway, Akron 17, Ohio. 

C. Burke, General Tire & Rubber Co., 170S Englewood Avenue, Akron 9, Ohio. 

W. Keener, D. Carson, B. a Goodrich Co., 500 South Main Street, Akron 18, Ohio 

R. S. Wilson, W. F. Bloor, J. J. Blandin, Goodyear Tire & Rubber Co., 1144 East 
Market Street, ge 16, Ohio. 

Thomas Robins, Jr., Hewitt-Robins, Inc., 8370 Lexington Avenue, New York 17, 
N. x; 

A. H. Nellen, Lee Rubber & Tire Corp., Conshohocken, Pa. 

H. C. MeCreary, McCreary Tire & Rubber Co., 1600 West Washington Street, 
Indiana, Pa. 

H. E. Smith, F. S. Conover, Raybestos-Manhattan, Inc., 61 Willett Street, Passaic, 
N. J. 

L.. Pond, Seamless Rubber Co., 253 Hallock Avenue, New Haven 3, Conn. 

A. L. Viles. C. W. Halligan, Rubber Manufacturers Association, 444 Madison 
Avenue, New York, N. Y. 

J. P. Seiberling, Seiberling Rubber Co., 345 Fifteenth Street NW., Barberton, 
Ohio. 


Everett Morss, Simplex Wire & Cable Co., 79 Sidney Street, Cambridge 29, Mass. 


G. S. Tisdale, United States Rubber Co., 12830 Avenue of the Americas, New York 
20, N. Y. 
J. H. Nesbit, United States Rubber Reclaiming Co., Ine., Post Office Box 365, 
Buffalo 5, N. Y. 
ae Ture. Is there any comment you have in connection with 
, Mr. nee 
"Mr. Spencer. I have no other comment, Senator. It was simply a 
request to provide the names of the people who were in attendance. 
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We were able to come up with that list after looking through our 
records. 

Senator Tuye. The chairman calls to my attention here that you 
might want to comment on the specific statements made by Mr. Frank 
Tobin, who has just preceded you. I know personally I should like to 
have some information on that, particularly the statement why the 
Government permits a black market in tires, especially truck tires. 

I would be very anxious to get some information on that if you can 
shed some light on it. 


Mr. Spencer. I regret that I am unable to shed light on that phase 
of the market, Senator. 


Senator Gittetre. Would you want to comment on the second ques- 
tion that he asked: 


Why has the National Production Authority failed to utilize their authority 
under the law so that the tire companies have supplied tires in proper proportion 
to farm and truck equipment? 

Mr. Spencer. On that point, gentlemen, the National Production 
Authority regulations, up until this time, have been based on the prin- 
ciple that m: inufacturers of rubber goods would distribute their out- 
put under whatever percentage of availability they have of materials 
to their customers, on the same percentage basis as they did during the 
base period, recognizing, of course, that with less materials, less sup- 
plies would go to each customer. ‘That has been NPA’s fundamental 
principle in all of its regulations across all industry to date. 

We are rapidly approaching the point where the supply position is 
so short in relation to the demand that we are now beginning to have 
_ to direct or channel extra quantities into certain fie lds. An instance 
of that has been the one and a half times camelback manufactured dur- 
ing the base period. A second instance is the April 1 order which 
cuts original equipment back to four tires per car, with the idea in 
mind of putting that rubber into farm and truc k tires. 

This is a move in the direction that Mr. Tobin inferred we should 
move toward faster. 

Senator Tuyr. Mr. Spencer, would you mind an interruption there ? 
It has been charged by some that that order denying the fifth tire on a 
new automobile might not be as effective as the proposition first 
sounded; that the man purchasing the new automobile will go out 
and purchase a fifth tire, oftentimes at a greater expense than if that 
fifth tire had been placed on the car by the dealer as part of the 
original sale of the automobile. 

We are commenc ing to get that, but it is nevertheless something 
that is getting under their skins. It is not slipping along as smoothly 
as we thought it would when it was first announced. 

Mr. Spencer. I believe, sir, that the new-car buyer will obtain a new 
fifth tire for his vehicle. 

[t stands to reason, sir, that an automobile dealer will not jeopardize 
the sale of a $2,500 car because he is unable to provide a fifth tire, 
so it is my belief that the fifth tire will be provided so that does, in 
effect, appear to defeat the purpose in the first instance. 

However, the manufacturers of original equipment passenger car 
tires have been directed under M-2 to use the rubber for the fifth tire 
into the manufacture of truck and farm tires, so that to that extent the 
rubber will be used in the initial instance in the manufacture of truck 
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and farm tires. It simply means that other manufacturers will have 
an opportunity to furnish that fifth tire which would normally have 
been supplied by the original equipment supplier in the first instance. 

Senator Ture. Is that good or bad? 

Mr. Srencer. Under the present situation, I do not think it is bad. 

Senator Ture. You do not think so? 

Mr. Spencer. No, sir. 

Senator Tuyr. Will that complicate the administration of rubber 
control? You are getting a demand now, upon a certain processor, or 
certain fabricator, where the demand had not been there before because 
the supplier of manufactured rubber tires that had been supplying the 
sseneiiealinnes of a certain type automobile now will only furnish the 
four tires, but the fifth tire will come from somebody else. 

Now, will that multiply your problems? 

Mr. Spencer. I do not believe it will, sir. I do not believe it will. 

Senator Tuys. It economizes in rubber ? 

Mr. Spencer. It economizes to the extent that rubber that would 
have been manufactured in the fifth tire supplied by the tire companies 
is now going into truck and tractor tires. 

Senator Tyr. That is the advantage? 

Mr. Spencer. That is the advantage. 

Senator Tuyr. But we will say Jones down here, who had never 
really been a supplier of tires for the new automobile, would divert his 
rubber allocation into that automobile tire at the expense of something 
else ? 

Mr. Spencer. That is the natural economics of it, if he could. 

Senator Ture. So when you get through your problems are just 
exactly what they were at the beginning, only the man who buys the 
fifth tire may have paid a little more money for the tire ? 

Mr. Srencer. That is right. 

Senator Toye. The whole question is, “You ain’t got enough rubber,” 
and we better find out how we can get more rubber. That is the 
answer or we will have to put controls on, and those controls will have 
to mean something when you say, “Only four new automobile tires go 
on new cars, period.” 

If he wants another tire, he will have to shop around and get a 
second-hand tire to get him by in an emergency. You will have to 
put something in the field to do that and then you have the controls 
which we are hoping to avoid. 

Mr. Srencer. I believe you will find that the manufacturers of cars 
will adhere religiously to the terms of the order, which means that 
so far as the manufacturers are concerned only four tires will be on a 
car when it leaves their factory. , 

Now, from that point out, your point of view takes effect. There 
will be a fifth tire on that car. Regardless of where it comes from, it 
will still be there. 

Senator Giterre. Mr. Chairman, I just wanted to pursue a little 
further the answer to your first question. The charge that Mr. Tobin 
made that the National Production Authority failed to utilize this 
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authority under the law relative to directing the tire companies to 
supply in proper proportion to farm and truck use. I believe you 
answered, Mr. Spencer, that in formulating your policy you fixed 
a certain ratio of supply to the various demands, and your directive 
went out based on that—that you did not pursue that ratio beyond the 
segments to which you would allocate ? 

Mr. Spencer. That is correct. 

Senator Grtierre. And that you did not follow through at all. If 
you assigned a certain portion for truck tires or a certain portion 
for passenger tires, the ratio that you thought the manufacturer 
should have, you made no attempt in your policy and no attempt in 
your orders to follow through and see that they carried it on out in the 
use of their portion of the rubber in these various articles. Is that 
true? 

Mr. Srencer. In our present M-2 order, Senator, effective April 1, 
we are requiring the manufacturers of original equipment passenger 

car tires—all tires, for that matter—to certify to us that they are 
using that rubber which would have been used for the fifth tire into 
truck and farm tires. 

Senator Giiuerre. That was exactly the point I wanted to bring 
out, that in your present policies you are going to follow through and 
see that a proper proportion is devoted or channeled into these other 
lines. Up to that time you did not do that ? 

Mr. Srencer. That is right. 

Senator Gittetrre. Up to that time you allocated to this tire com- 
pany a certain amount of rubber to which they were entitled and 
whether or not they manufactured it into truck tires, tractor tires, 
or passenger car tires, you did not concern yourself with that under 
the original directive. Is that right? 

Mr. Srencer. We get monthly “reports from each manufacturer of 
tires, by type of tire, so that we can follow up the production of those 
companies to insure that they are producing the type of tires in pro- 
portion to their base period as we would wish them to produce. 

Senator Giuiterre. That is what you are going to do now? 

Mr. Spencer. We are getting those reports in now. 

Senator Gitterre. Up to now, you did not do it? 

Mr. Spencer. Up to now there has been no policing by this division 
until recently. 

Senator Giiterre. That is the point I was trying to get. 

Senator Ture. Mr. Spencer, do you have hn. further ? 

Mr. Spencer. I have prepared one more bit of information in the 
hope that it will enable the committee to understand the effect of 
percentage changes that have taken place in the orders from time to 
time, based on different bases of the industry. I would like to submit 
those to the committee for study. 

Senator Tuye. It is not classified ? 

Mr. Srencer. No, sir. 

Senator Tuye. It will become a part of the record and if you wish 
to comment on it, you may take the time to do so. 
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(The document referred to is as follows:) 


Effect of percentage changes on varying bases 


[Annual base, industry-wide ements natural latex)] 


| Jan. 25, 1951, | Feb. 19, 1951, | Mar. 30, 1951, 
base base base 


—_ al 
base 





Monthly or “2 of annual... ..........-.......] 7, 063 119, 167 89, 676 
Availability example-_._- es 85. 000 85, 000 85, 000 
Percent to base, to stay within : availability - ee 97.7 71.3 94.8 
Round figures used in M-2 for comparable 

availability 98 72 95 


| 
Annual permitted consumption i se 762 ie 1, 430, 000 | 1, 076, 110 1, 099, 245 


Ninety- five percent compared to 72 percent equals 132 percent, 

Therefore, any company whose base was not reduced more than 32 percent 
benefited as a result of the February 19, 1951, redetermined base. 

Those companies whose bases were reduced exactly 32 percent neither gained 
nor lost as a result of the February 19, 1951, redetermined base. 

Those companies whose base was reduced more than 32 percent lost the dif- 
ference between 32 percent and the percent by which each company’s base was 
reduced as a result of the February 19, 1951, redetermined base, less, of course, 
any adjustment received as per my letter of February 20, 1951 (fifth paragraph 
on p. 2); 245 companies received such aid in March, 118 companies are re- 
ceiving such aid in April 

Mr. Srencer. The purpose of this data we have submitted is to 
show the committee the relative percentages that would appear in an 
order, using a fixed availability of materials compared to the different 
bases which have been a point of discussion in these hearings to date. 

For example, if you will follow down with me through the first lines, 
we show the original base, which was the base period, July 1, 1950, 
fiscal year 

The eel one was the base in effect prior to March. 

In the third one, we show the industry base as of February 19, 1951, 
and in the fourth column, the bases as of today. 

Now, to arrive at a monthly consumption allowable for an industry 
which would appear in the order, you divide those top figures by 12, 
to reduce it to a monthly permitted consumption for the industry. 

In the next column we show availability example, showing 85,000 
tons of material available under each of the different industry bases. 

In the next paragraph we show the percentage to the base to stay 
within the availability, using the 85,000 tons as a fixed figure. 

You will note there that in the original base, 85,000 tons would have 
been 98 percent in round figures; that under the January basis for the 
industry it would have been 72 percent ; under the February 19, 1951, 
adjusted base, it would have been 95 percent in round figures. 

Under the March 30 base, it would have been 93 percent. 

I show those figures to you, sir, to indicate the difference in per- 
centages that will apply when the basis is changed, using a fixed 
amount of material. 

Now, comparing the February 19 base versus he January 25, 1951, 
base, you will note that 95 percent compared to 72 percent equals 132 
percent. Therefore, any company whose base was not reduced more 
than 32 percent benefited as a result of the February 19 redetermined 
base. 

‘Those companies whose bases were reduced exactly 32 percent neither 
gained nor lost as a result of the February 19, 1951, determined base. 
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Those companies whose bases were reduced more than 32 percent 

lost the difference between 32 percent and the percentage by which 
each company’s base was reduced as a result of the February 19 re- 

determined base, less, of course, any adjustment received as per my 
letter of February 20, 1951. 

Two hundred and forty-five companies received such aid in March ; 
118 companies receiving such extra aid in April. 

Mr. SHaver. Irrespective of percentages, figures, or what not, is 
it not a fact that all these percentages are predic ated upon one salient 
fact that the base period, as selected, was in fact a fair period for 
all segments of the rubber industry? Is that not the intention of 
NPA? 

Mr. Spencer. With provisions for adjustments to correct abnor- 
malities, that period was selected as a fair period. 

Mr. Suaver. <All sections? 

Mr. Srencer. As fair a period as could be selected. 

Mr. Suaver. I want to get into the record whether you agree that 
it is with all segments of the industry. 

Mr. Srencer. We have made adjustments to correct abnormalities 
in various segments of the industry, recognizing that all segments 
were not ex: actly in balance. But in taking any one period, regard- 
less of which period you take, there will be ‘slight differences or vari- 
ations between the relative operating level of each segment of the 
industry. We recognize that. Our adjustments to date have re- 
flected that. we have recognized that, I am sure you will agree. 

Mr. Saver. Do you have a copy of Public Law 774 before you, 
Mr. Spencer / 

I want to go through section 701 with you point by point. 

It starts out: 

It is the sense of Congress that small-business enterprises be encouraged to 
make the greatest possible contribution. 

I would now like to ask you this question: In a general way, I would 
like for you to state what encouragement you have given small-busi- 
ness enterprises to make this contribution ¢ 

Mr. Srencer. I believe the summary we submitted last Thursday 
shows the actions we took with respect to the small companies in rela- 
tion to the actions taken with respect to the larger companies reflects 
the fact that we have definitely encouraged small business to make a 
greater contribution. 

Mr. Suaver. The figures you submitted to this committee will also 
bear out this one fact, will they not, Mr. Spencer, that as of March 
the larger segments of the industry get a higher percentage, whereas 
the small businesses are cut, and some of them cut seriously? Is that 
not true, Mr. Spencer / 

Mr. Spencer. That depends on where you start from, 

Mr. Suaver. But the percentages upon which you are relying at 
the moment indicate, do they not, that in all instances the large seg- 
ments in the industry got a higher percentage in March than in 
February / 

Mr. Spencer. To the best of our knowledge, no company has re- 
ceived in March a percentage to which it was not duly entitled. 

Mr. Suaver. I still want to get the answer to the question, Mr. 
Spencer. Did they get a higher percentage in March than in 
February ? 
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Mr. Spencer. Whatever the figures show that have been submitted. 

Mr. Suaver. You can answer the question, Mr. Spencer, yes or no, 
Did they get a higher percentage ? 

Mr. Spencer. Than what? 

Mr. Suaver. Than they got in February? 

Mr. Srencer. They got exactly what the statisticians turned out 
as a fair share based on their percentages after the adjustments were 
made for all other companies, keeping in mind that the four com- 
panies were not adjusted with the exception of Goodrich. 

Mr. Suaver. Which, as a matter of fact, turned out to be higher 
in March than in February ? 

Mr. Spencer. You are assuming that February was accurate to 
start with. 

Mr. Suaver. You started in January, did you not, Mr. Spencer? 

Mr. Srencer. I started January 8. 

Mr. Suaver. Then the February 19 letter, we would assume those 
figures would be accurate insofar as you are concerned ¢ 

Mr. Spencer. You will have to realize that the February order 
would have been under way as early as January 8. 

Mr. Suaver. Let us go to subsection (b). Have you complied in 
furnishing full information concerning the provisions of this act and 
the orders upon which you have implemented this act, to all small- 
business segments of the rubber industry ? 

Mr. Spencer. Under date of February 20, we supplied to each and 
every rubber consumer in this industry a full statement regarding 
the policy which was being followed, the reasons for the changes that 
were being made in individual companies’ bases, and in effect for the 
first time, we made available to each and every company a set of 
standards which would be used henceforth as a guide in judging each 
company’s case. 

Mr. Suaver. Then I take it it is your opinion that you have com- 
plied with that section of the act? 

Mr. Seencer. To the best of our ability we have complied. 

I should like to say for the benefit of the committee that I feel as 
an order is issued we should give industry a layman’s interpretation 
of that order, and we are prepared to do so. 

Mr. Suaver. I appreciate that. I think that would be quite helpful. 

Now, let us go to subsection (ii). “Advisory Committee shall be 
appointed as shall be appropriate * * *” The Rubber Industry 
Advisory Committee would be your interpretation as complying with 
subsection (ii) ? 

Mr. Srencer. That is our present means of contacting the industry 
regarding its position on any matter that is likely to become a part of 
the regulation. , 

Mr. Suaver. “There shall be fair representation for independent 
small, for medium, and for large business enterprises * * *” 

I will not read any further. I want to get your opinion. I want to 
get your interpretation of “shall be fair representation.” 

Mr. Spencer. That there shall be representatives from small busi- 
ness, large business, in-between business, and from different geograph- 
ical areas so we can get a fair reaction from proposed Government 
regulations. 
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Mr. Suaver. I want you to give this committee a west-coast com- 
pany which is a member of this Rubber Industry Advisory Committee, 
or which has ever been contacted in connection with this committee. 

Mr. Srencer. Prior to January 8, no representative from the west 
coast, with the exception of Gates Rubber Co. in Denver, Colo. 

Mr. Suaver. I said west coast. 

Mr. Spencer. I am conditioning that by saying that Gates at Den- 
ver, Colo., was the only company which was represented from the 
west coast. 

Before the end of February, I had a request from the Voit Rubber 
Co. that they be included as a member of this committee. We replied 
to that company that we hoped to handle this matter for them early 
in April, during the month of April. Since then we have appointed 
two other representatives, a representative from International Latex, 
and the Dunlop Tire & Rubber Co.; they have been included as mem- 
bers on the committee. 

Mr. Suaver. Has there ever been a west-coast representative called 
in for any of these advisory committees, up through your February 
19 letter ? 

Mr. Spencer. Not to my knowledge. 

Mr. Suaver. Do you feel, Mr. Spencer, under the language of this 
act, where “there shall be fair representation,” that you have fully 
complied with the legislative intent ! 

Mr. Spencer. I feel we are approaching a compliance. I do not 
say it was being complied with as of February 19 fully. 

Mr. Suaver. How many of these companies are independently 
owned that you have on this April 6 list with which you furnished the 
committee? Are all the small and medium businesses listed on here 
independently owned ? 

Mr. Spencer. Which list do you refer to? 

Mr. Suaver. The one you just gave me. 

Mr. Spencer. This is as of August 18. You have been supplied 
with later lists of the present committees. 

Mr. Suaver. Well, there is the one I am looking at now. I will 
look at either one you wish. 

Mr. Spencer. The latest list of the committees have only one repre- 
sentative from each of the four major companies. 

Mr. Suaver. I appreciate that. 

Mr. Spencer. To the best of my knowledge, all the other companies 
are independently owned. 

Mr. Suaver. Have you made any determination to find out whether 
the Armstrong Rubber Co. is an independently owned outfit ? 

Mr. Spencer. Insofar as the other rubber companies are concerned, 
it is independently owned. 

Mr. Suaver. That is not the answer to my question, whether it is 
independently owned insofar as other rubber companies are concerned. 
[t may be a subsidiary or affiliate of some big business. Have you 
checked that, Mr. Spencer ? 

Mr. Spencer. I have not checked it except that my general know]l- 
edge of the industry would indicate to me that no other rubber com- 
pany has any financial interest in the Armstrong Co. 

Mr. Sraver. Does any other company have a financial interest ? 

Mr. Spencer. I believe Sears, Roebuck & Co. has an interest in one 
or more segments of the Armstrong Co. 
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Mr. Suaver. Now, the last part of that section deals with different 
segments of the industry. You have been present here every day. 
You have heard small businesses complain here that to the best of 
their knowledge no person from their particular segment is repre- 
sented on this advisory committee. Can you give any information 
in connection with that ? 

Mr. Spencer. I can give you a list of the committee members which 
are in existence now, and I am quite sure you will find there are repre- 
sentatives from every major segment of this industry. 

Mr. Suaver. Are you referring to the original advisory committee 
Jist which you furnished ? 

Mr. Spencer. May I have the question again ? 

Mr. Suaver. To which list are you referring in answering the ques- 
tion, Mr. Spencer ? 

Mr. Srencer. I am referring to the Rubber Industry Advisory Com- 
mittee list dated March 22, 1951. 

Mr. Suaver. You will notice on back there, where you come to the 
different segments of the industry, Mr. Spencer, the number of times 
which you refer to 2, 4, 6, 8, and 20. 

Mr. Spencer. You have lost me. 

Mr. Suaver. I assume that you have a copy of this. If not, you are 
welcome to have it. 

That is the original list with which you furnished this committee. I 
want to ask you to show the committee who 2, 4, 6, 8, 10, and 20 refer 
to, Mr. Spencer, as covering the segments of the industry. 

Mr. Spencer. I did not prepare this list, but I would assume that 
it refers to the segments of industry represented by appendix A to the 
M-2 order. 

Mr. Suaver. Would you read off who 2, 4, 6, 8, 10, and 20 are, Mr. 
Spencer ¢ 

Mr. Srencer. I do not get your point. 

Mr. Suaver. The segments indicated on page 2 refer to certain num- 
bers, Mr. Spencer, and those are the ones which are present practically 
throughout the segments. 

Now, will you read into the record who 2, 4, 6, 8, 10, and 20 are as 
you list them on your own report 4 

Senator Lone. To what segments of business do those refer ? 

(No response.) 

Senator Lone. At the end of that paper at which you are looking, 
No. 2 must refer to some segment. What segment is it ? 

Mr. Srencer. No. 2 is tires and tubes. 

Senator Lone. That means, if the number 2 appears beside that 
person’s name, he represented the tire-and-tube industry ¢ 

Mr. Srencer. Those who represent tires and tubes are Firestone, 
General, Armstrong, Goodrich, Goodyear, Carlisle, Dayton, Lee, 
Gates, McCreary, United States Rubber, and Seiberling Rubber. 

Mr. Suaver. Who is No. 2 on page 1? 

Mr. Spencer. Firestone. 

Mr. Suaver. All right. What I wanted you to do was list Nos. 2, 
4, 6, 8, 10, and 20 as the ones most prevalent in the industry. I want 
to know who those are. 

Mr. Spencer. Ten is not a tire manufacturer; 10 is the Hewitt- 
Robins Co. 
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Mr. Suaver. I am not seeking specifically the tire segment, Mr. 
Spencer; I am talking about the whole industry which you have in- 
dicated on the back of the page. 

Mr. Srencer. What do you want me to do now? 

Mr. Saver. Who is No. 2? 

Mr. Srencer. Firestone. 

Mr. Suaver. Who is No. 4? 

Mr. Spencer. General. 

Mr. Suaver. Who is No 6? 

Mr. Spencer. Goodrich. 

Mr. Suaver. Who is No. 8? 

Mr. Spencer. Goodyear. 

Mr. Suaver. Who is No. 10? 

Mr. Spencer. Hewitt-Robins. 

Mr. Suaver. Who is No, 20% 

Mr. Spencer. United States Rubber. 

Mr. Suaver. Is it not true, Mr. Spencer, that those big companies 
generally cover the whole field of the rubber industry ¢ 

Mr. Srencer. That will vary by company, depending upon the 
products they make. 

Mr. Suaver. Did we not hear Mr. Wilson of Goodyear testify as 
to the various segments of the Goodyear Tire & Rubber Co. ? 

Mr. Spencer. Surely. 

Mr. Suaver. And did it not practically encompass the whole rubber 
industry ? 

Mr. Spencer. For example, Goodyear does not make footwear, 
which is an important segment. 

Mr. Suaver. Do they not make soles? 

Mr. Srencer. They make soles, which is a different segment of the 
industry from footwear. 

Mr. Suaver. You would say he was representing the heel-and-sole 
industry ? 

Mr. Srencer. Surely you would. They would certainly have an 
interest in that. 

Mr. Suaver. What small and what medium companies are on the 
advisory committee for heels and soles? 

Mr. Srencer. R. E. Drake, president of Avon Sole Co. 

Mr. Suaver. What do you consider that, medium or large or small? 

Mr. Srencer. I would call it a small company. 

Mr. Suaver. What else? 

Mr. Spencer. Charles H. Baker. 

Mr. Suaver. Is he medium or small? 

Mr. Srencer. He would be small. Small-medium. I mean it is 
depending upon what you would call small and what you would call 
medium. 

I believe the Landers Corp. also manufactures footwear. I am not 
sure of that. 

Mr. Suaver. Are they listed as one of them ? 

Mr. Spencer. No. 12. They are not listed, but I believe they do. 

Mr. Suaver. Is Goodyear listed? 

Mr. Spencer. Not as a manufacturer of 

Mr. Suaver. Is Goodyear listed as representing that segment? 

Mr. Spencer. Footwear is represented by 6, 7, and 20, according to 
this list. 
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Mr. Saver. How about heels and soles? 

Mr. Svencer. That is Goodrich, Charles H. Baker, U. S. Rubber. 

Another segment in which Goodyear is not manufacturing is wire 
and cable. 

Mr. Saver. Is that listed as represented on the advisory com- 
mittee ? 

Mr. Spencer. It is not on the table, but I know that it is, because 
Everett Morss, Simplex Wire & Cable, is a member, H. E, Hum- 
phries, Jr., is also interested in wire and cable, I believe. 

Mr. Suaver. Do you feel, Mr. Spencer, that every segment of the 
industry—keeping in mind the small, medium, and large mandate, 
as I interpret this, where it says “there shall be fair representation” — 
do you feel the National Production Authority has fully complied with 
une intent of Congress in selecting this advisory committee? 

Mr. Srencer. I would have to say “Yes” to that, although I feel we 
should add further representation to this list as time goes along and 
we get our bearings further. 

Mr. Suaver. And yet you state here, in answer to my question, that 
there has not been a single west-coast man on that list. 

Mr. Spencer. I also stated that we were in the process of adding the 
only person who has requested membership on the committee. We are 
in the process of adding him now. 

Senator Lone. Mr. Spencer, I am somewhat concerned about proper 
representation for small business, and I wonder if we are going about 
getting it in the right way. 

It occurs to me that it is not too hard to give a large concern repre- 
sentation. After all, I can see very clearly that if you are going to 
put out a rubber order it is going to have an enormous effect upon 
four companies who process half the rubber in the Nation. You ate 
not going to be able to let one of them represent the other three, be- 
cause if Firestone has a representative on there you would probably 
never get through hearing their complaints. 

The others would feel that the other representative would cut their 
throats at every chance. I know how businessmen are. Nobody quite 
trusts the other fellow. He feels that his competitor—honest busi- 
nessman though he may be—will also try to find a way to work it out 
so it favors his own concern; so, he wants his man on that. board, too. 

It is practical to give the larger concerns a representative on those 
boards who actually think about how these orders affect their company 
when they agree that this would be a fair way to regulate the industry. 

On the other hand, merely to put a member of a small business on 
these advisory boards is not protecting the small-business industry. 

Mr. Spencer. That is correct. 

Senator Lone. There is an inclination for the small-business man to 
take care of himself and not worry too much about how it is going to 
affect anyone else. 

I wonder if there might not be some way in which we might work 
this thing out to have a representative er two who would represent 
the entire gamut of these smaller concerns. It could either be a 
Government man or possibly they might be willing to get together and 
appoint themselves a representative, get themselves a mimeograph 
machine and stay advised of what was going on. 

I know the larger concerns are in a position to be advised. Before 
you come out with a rubber order, I imagine they can advise their com- 
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panies just about what can be expected during the next month or so, 
so they are able to adjust themselves to shifts in policy, better than 
the smaller concerns are. 

Do you think there is some way we might work that out? 

Mr. Spencer. There are two ways I have in mind, Senator, of work- 
ing that problem out, and I do recognize that problem. 

Senator Lone. Of course, larger concerns do have a person on there 
who could keep them fully advised and present their point of view, 
while it is very likely that smaller concerns might be taking good care 
of themselves on that board without taking care of the other small 
businesses. 

Mr. Spencer. As I say, there are two ways in which we can help 
that situation, and one of those ways is in effect now. NPA has a 
division just like the Rubber Division which concerns itself with small- 
business matters, and every Industry Advisory Committee meeting 
that we schedule we invite a representative from that division, feeling 
that he will have the interests of the small-business man closer at heart, 
if possible, than we have, and that actions that might be taken will not 
be detrimental to small business. 

Now, secondly, because of the fact that small business generally has 
only one man who is the head of the company, we feel that we can best 
advise that type of operation by a long-hand letter—I mean a written- 
out letter each month, when we change the order—explaining to him 
in layman’s language, if you please, just what the order does, and the 
intent of the order. 

We cannot get all of these 900 smaller companies together. From 
an expense and time standpoint, that is impossible. The only way I 
know of that we can reach them all is by a letter going to every com- 
pany. One of two or ten small-business men sitting in a meeting of 
this kind are not going to advise the other 700 or 800 small-business 
men. So we have to reach them directly. That is the approach we 
have started to make. We started with our February 20 letter and 
we have another one prepared now, as soon as we find out how much 
rubber we are going to have. 

Senator Lona. It would seem that if a group of these small concerns 
wanted to get together and get someone to represent their views, and 
keep them advised as to what was going on and what might happen, it 
could be done. Not only what was going on, but what was being con- 
templated and what was being thought about, so they could write in 
and express their views before policies were adopted. It would seem 
they could have, then, more effective representation. 

Mr, Spencer. I think that is a soeaibility, and an example of that 
idea is in effect, in the wire and sae industry. They havea very close- 
ly knit industry. They have their own industry meetings and they 
pretty well know, because their representative in this committee brings 
back to them the facts as they might affect that particular segment of 
the industry. 

Senator Lone. I noticed in the steel hearings that there were one 
or two industries—well, the dairy group, for example, seemed to have 
themselves a program pretty well worked out, the smaller concerns in 
the dairy industry ; what equipment they were going to need, how they 
would expect to get it, and how much steel would be necessary in order 
to get it, and they were in a good position to have representation that 
all of them thought would be fair and proper. 
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I was just thinking it might be well to at least encourage the smaller 
concerns to get together r ind agree on one or two persons who could 
actually represent them as a group and keep them advised. 

Mr. Spencer. Do you feel “that the motivating action for a get- 
together of that kind should come from Government or business itself ? 

Senator Lone. It would seem that it would be better for the smaller 
concerns to get together and work it out among themselves and bring 
it to you. If they do not, you might encourage them to get together. 

Mr. Spencer. As a matter of fact, I have met with several delega- 
tions—perhaps they were self-appointed—from different segments of 
the industry, but nevertheless they represented different ‘segments. 
Footwear, soles and heels, wire and cable, belting and hose, all of those 
segments have met with me by motivating their own effort themselves, 
generating their own effort, and then we have sat down and laid the 
cards on the table as to what could be done and what could not be 
done. 

Senator Lone. Of course, one thing I would have liked to hear 
about is this thing of everybody coming to Washington. When I came 
in last night, the airport was crowded to capacity. A person cannot 
get a hotel room or anything else here in Washington now. We are 
trying to find some way of aiding these people, or we should, so they 
will not have to come to W ashington. 

Mr. Srencer. Within the next 90 days, if we have not accomplished 
a point of administration of this order by that time where we cannot 
keep people from necessarily coming to Washington to see what the 
score is, then I shall resign. 

Mr. Suaver. Mr. Spencer, I would like to apprise you of this idea— 


and we have been approached by a representative er oup covering in- 


dependent, small, and medium ‘sections of the industry from all of 
the geographical areas, and it is my understanding that they have 
already “selected a chairman and vice chairman as spokesmen. 

Now, what cooperation could they normally expect from your divi- 
sion in order to adequately protect all of these segments ? 

I might add that Mr. Donald Pratt has been recommended as the 
chairman, and Mr. Marshall, of Carlisle, has been recommended as 
the vice chairman. I think we can all agree that they made excellent 
presentations here before the committee. 

What could they normally expect ? 

Mr. Spencer. They will expect and will receive our whole-hearted 
cooperation. I would welcome the opportunity to reach more com- 
panies. If they can i gear an organization, an association, or what 
have you, wherein they can be responsible for representing a larger 
segment of industry than we can get together in one room “ourselves, 
I would certainly welcome it. I believe it will clear up 90 percent of 
the misunderstandings that will arise between small business, big 
business, and the Government all thrown together. 

Mr. Suaver. I am inclined to completely agree with you, Mr. 
Spencer. However, there is one salient feature that must be accorded 
them and that is that they must be called in for consultation, con- 
ferences, or advice before these policies are adopted, in order to pre- 
sent their views as to the effects upon not only one segment but all 
the segments. 

Mr. Srencer. I would like to say publicly that that should be our 
policy. On the other hand, I would not like to limit myself to that 
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in all instances because sometimes time does not permit it. I do not 
get clearance on how much rubber we can use, for example, in time 
to organize an industry meeting in all instances. I have to organize 
it on the spot and move fast. 

Mr. Suaver. On defense efforts, stockpiling, and needs for the 
industry they could be called in? 

Mr. Spencer. Generally speaking, they could be called in. I agree 
100 percent. 

Mr. Suaver. I think you will recall this, Mr. Spencer, that most 
of those on that advisory list, or many of them, appeared before this 
committee and raised some serious objection to, first, a unanimous 
agreement as to the base period, and the liberal provisions for relief, 
which apparently were discussed at the same time the base period 
was adopted. 

Do you have any indication as to what actually happened when 
the advisory committee formally selected the base period ¢ 

Mr. Srencer. | was not with the Government at that time, so my 
information is what I have heard come out of these hearings. 

Mr. Straver. As you recall, Mr. O'Neil testified before the com- 
mittee and I have here a letter from Mr. Burke, of the General Tire 
& Rubber Co. concerning Mr. O’Neil’s testimony, wherein he states 
in part: 

It was, therefore, decided to recommend the use of the year ending June 30, 
1950, with a definite provision that for those whose operations would be adversely 
affected by particular conditions within their own company not common to the 
rest of the industry, they would be allowed to make an appeal for relief from 
this inequity and hardship. With that definite and essential provision the base 
period was agreed upon, and in agreeing upon this there were no criteria estab- 
lished as a basis for considering hardship appeals. 

The present use of the base period seems to be considered as having been 
the unanimous recommendation of the Industry Advisory Committee. This is 
only partly true because coupled with the time element was the very important 
contingency of hardship relief without any reference to the criteria to be used 
in determining this. 

These criteria have been subsequently established and put into effect as 
referring to the base period, but before adopting these criteria the matter was 
never discussed by the Industry Advisory Committee. 

This history of the base period can be verified among the other members of that 
committee who were a party to its original recommendations. 

Mr. Srencer. The tragedy of that situation is that the criteria 
referred to were not established either at the time or immediately 
thereafter, so everyone in the industry would have known the detailed 
criteria. 

Mr. Suaver. This is one indication that the Industry Advisory 
Committee representing all segments was not called in before the 
criteria were established ? 

Mr. Srencer. I am not aware of the discussions prior to the estab- 
lishment of the base period except as to what I have learned here, 
and I know more about it now than I did. 

Mr. Suaver. Senator Long dwelt at some length on these new 
criteria which preclude, in many, many instances, the money that 
these small rubber companies had put into their businesses in order 
to develop production, and also for new business. 

Mr. Srencer. I would like to comment on that, if I may. Criteria 
must necessarily be strict when they are set up if you are going to have 
an organization of 30 or 40 men asin ate them to assist you in the 
administration of them. 
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Administration of criteria is the real test of the criteria. We have 
not followed the criteria literally, word for word, as our record 
indicates. We have made adjustments in almost every company’s 
case. 

Senator Lone. I want to say this, Mr. Spencer, as a member of this 
committee: I have been impressed with the action you have taken on 
injustices when you have been convinced that is the case. I do believe 
you are making an effort to straighten these things out where you can 
see they have worked a hardship on persons, before they could make 
their cases. I believe that has been brought out by these hearin 
and I would be completely unwilling to agree with anyone who sm 
attempt to say that you would not do so in the future, because I see 
every evidence of your working in good faith to give these fellows a 
chance of surviving in their various businesses. 

It would seem that the main difficulty has been that the hardship 
has occurred while your office was being organized, and there has been 
a time gap before people could receive relief when they needed it. 

Mr. Spencer. I regret that was the case in too many instances. 

I would like to add for the record that since the table was presented 
to the committee last week, last week’s actions indicated 35 additional 
adjustments for small companies, plus 7 establishments of new bases 
for new companies, so the work is going forward and we are almost 
current with our business at hand. 

Senator Lone. I did interrupt you. You were commenting upon 
the administration of what standards you adopted. 

Mr. Spencer. Yes. The criteria established are necessarily strict. 
The administration of that criteria is the pay-off. Every company in 
this industry has a set of rules that they establish for handling given 
situations—factory rules, if you please, or an operating manual. 

It is the responsibility of management to deviate from those manual 
rules which are written for the run-of-the-mill cases. That is man- 
agement’s responsibility and we do deviate from them. We deviate 
from these written standards when we are convinced that the applicant 
has a case. 

Senator Lona. Here is one very difficult factor to take into con- 
sideration, and yet it would seem to me that it should be taken into 
consideration wherever possible. That is that as far as small busi- 
ness is concerned, however you administer your program, if he is 
making money, he is going to stay in business, and if he is losing 
money over a period of time he has to get out of business. 

Mr. Srencer. That is right. 

Senator Lone. To what degree do you think you could consider 
whether or not a company or a group of companies are going to make 
or lose money by various policies adopted by your division? 

Mr. Spencer. Senator, we have to rely primarily upon the state- 
ment of the company itself as to whether it will break even or make 
money or lose money. 

We do know that some companies claim what appears to us to be 
an unreasonable amount and it is our job to try, by cutting and fitting, 
to arrive at a satisfactory level where the man will make money. 

Now, we do not expect him to get rich, but we do expect him to 
operate in the black. 

Senator Lone. Of course, I do know that the more money the larger 
companies make, the more taxes the larger companies will pay. Those 
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larger profits go into the excess profits brackets and if they increase 
their profits by $10 million, probably the Government will get 
8 million of that, by the time we get through collecting on the cor- 
poration tax and the excess profits tax. 

Nevertheless, it would seem that where those companies are proc- 
essing less rubber, and making more than they made before, that you 
could take that into consideration if the policy were resulting in a 
substantial number of small concerns not making as much as they 
had made before, and actually losing money in many cases, in attempt- 
ing to work out your program so that it would not work too great a 
hardship on smaller concerns. 

Do you think that you could consider that element ? 

Mr. Sprencer. It is certainly our desire and intent to make avail- 
able to these small companies a sufficient amount of material, regard- 
less of what they may have used before, to keep them in a sound 
financial position. 

Now, to the extent that that rubber must come from all other 
companies in the industry, other companies will be brought down as 
you bring up others. 

Senator Lone. What did you say your exemption is for smaller 
companies? I do believe you have an exemption provided, do you not? 

Mr. Srencer. Those who consume less than 100,000 pounds of new 
rubber per year are exempted under the order. 

Senator Lone. In other words, you help them to get their rubber, 
but you do not reduce them at all ¢ 

Mr. Spencer. No, sir. 

Senator Long. And they can even get more rubber than they were 
getting before. If they were getting 50,000 pounds before, they can 
get 75,000 or even 100,000 pounds ¢ 

Mr. Srencer. That is right. 

We do not think we are taking too much of a chance there because 
a small company will not have the capital to buy more rubber than 
he is going to consume over a 2 or 3 months’ period. 

While we have made it liberal and easy for him to get it, we are not 
concerned that he is going to waste that rubber. 

Senator Lone. Do you see any indications that the smaller com- 
panies may be buying that rubber and putting it on the black market ? 

Mr. Spencer. I have heard rumors to that effect, but to my know!l- 
edge personally, I know of no such instance. 

Senator Lone. You do not know if it has happened but you have. 
heard rumors that it might have happened ? 

Mr. Srencer. It was a pretty common rumor, but I discount rumor 
very deeply. 

Senator Lone. There is a need that you should know where this 
rubber is going and you should at least be able to some degree to police 
that rubber turned loose in that fashion ? 

Mr. Spencer. In cases where an informer is willing to sign a state- 
ment, we run it down, but if he is not willing to sign his name to a 
document, then our case is rather thin. We look into it, but you can- 
not find out too much unless you really know that the chap did try 
to sell, or did deliver rubber illegally. 

Senator Lone. Why don’t you make a greater effort to investigate 
that ? 
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Mr. Srencer. We have a staff of men now whom we are activating 
to operate in that field. 

Senator Lone. You are going to make a greater effort to investi- 
gate in the future? 

Mr. Spencer. We expect, sir, to institute a Compliance Section, be- 
cause we expect our orders to mean what they say. 

Senator Lone. What percentage of your rubber goes to companies 
that consume less ean 100,000 pounds per year ? 

Mr. Spencer. I don’t know that I have that figure, here. I can 
get the figure for you. Ido not have it at hand. 

Senator Lone. I would like to have it as soon as possible for the 
re cord. 

Perhaps you could give us a rough figure at this time and advise 
us on it later, if you care to, 

Mr. Spencer. According to my quick figures here, Senator, it would 
be 1.53 percent of the rubber. That could be checked further, but 
that is a quick figure. 

( The figure 1.53 was subsequently verified by Mr. Spencer. ) 

Senator Lone. Of course, you would not want to see that figure 
greatly increased, I take it? It would be all right to increase it, , but 
not to become, let us say, 5 percent 4 

Mr. Spencer. Certainly we would look favorably upon increasing 

it some amount, but l believe from 114 to 5 would be even more than 
those comp: anies would want. 

Senator Lone. You would not care to see it go too far beyond that, 
as you might have reason to expect a lot of that to go on the black 
market or be used for other purposes ‘ 

Mr. Srencer. That would be the objection to letting them operate 
almost free, so to speak. As a matter of fact, they are operating 
almost free, within their means and capital. 

Senator Lone. We have discussed a west coast producer who wanted 
to expand his operations to produce floor tile, | believe. Did that par- 
ticular person use more than 100,000 pounds ¢ 

Mr. Spencer. Yes; that was Burke Rubber Co., I believe. That 
company reported no consumption in 1948. It reported less than 
100,000 in 1949. It reported no figures for the base year. They have 
been adjusted 400 percent from their 1949—which is the only figure 
on record with us—actual consumption. 

Senator Lone. How much rubber are they getting, now ? 

_ Mr. Spencer. I am not allowed to say it publicly. I will write it 
for you. That is one of the things that ‘I have to be careful about in 
dealing with a company’s figures. I am under oath not to reveal 
that. 

Senator Lone. You did give us a percentage figure ? 

Mr. Spencer. I gave you this figure. It is on that data that we 
gave you, but I will write it down again and hand it to you. 

Senator Lone. Are you now pursuing a policy that permits a com- 
pany that had equipment on order, such as this company, to go ahead 
and get enough rubber to operate their equipment when it ‘arrived ! 

Mr. Spencer. Yes, sir. 

Senator Lone. Does your exemption permit a new company to go 
in business that has no previous record of consuming rubber or pro- 
cessing rubber, at all? 





RUBBER SURVEY 493 


Mr. Srencer. Yes, in those cases where financial commitments were 
entered into in good faith while the Government was encouraging new 
businesses to go into production. 

Senator Lone. Suppose a man today would like to get into the rub- 
ber business. He might say, “Well, it looks like the boot heels are 
hard to get; I think I will manufacture some.” 

Suppose he made an application to you to manufacture boot heels. 
Could he get the rubber? 

Mr. Spencer. If he came to us before he made financial commit- 
ments we would discourage it on the grounds that rubber is in short 
supply, generally. 

If he had made financial commitments we would take it into ac- 
count and make some rubber available to him. 

Senator Lone. If he made commitments that would result in a 
hardship if he did not get the rubber, you would let him go into 
business ¢ 

Mr. Sprencer. I don’t know what else one could do. 

Senator Lone. If he had not made commitments, you would prob- 
ably discourage him on the grounds that there is not enough rubber 
to go around and the rubber he would get would take it away from 
others who are probably having a difficult time alre acdy ? 

Mr. Spencer. That is right. However, technically, he would 
qualify under our 100,000 exemption. 

Senator Lone. That is exactly the point I had in mind. If he can 
qualify under your 100,000 exemption, would you permit him to go 
into business and let him have the rubber? 

Mr. Spencer. If we could not discourage him by conversation suf- 
ficiently to keep him out of business, we would have to honor his re- 
quest for rubber under 100,000 pounds. 

Senator Lone. Beyond 100,000, you would have no trouble? 

Mr. Srencer. We would look at it pretty closely at that point. 

Senator Lone. Of course, he would go into it at that time know- 
ing full well what he was up against in ‘getting into it. 

‘Are you going to make an effort in administering this program to 
prevent the larger concerns from taking the market of the smaller 
ones? For example, I refer to the c: amelback field, where the smaller 
concerns feared the larger concerns would have the rubber to supply 
the demand and the smaller concerns would not have sufficient rubber 
to supply the demands of their old customers. 

Mr. Spencer. In answer to your question, Senator, it would seem 
to me that the proper agencies to concern themselves with that mat- 
ter, if it becomes a widespread practice, or a serious practice, in any 
area for that matter, would either be the Justice Department or the 
Federal Trade Commission. 

Sentor Lone. | cannot agree with you on that. If, let us say, Mr. 
Dismuke is only able to get enough rubber to supply half of the de- 
mands of his customers and the larger concerns are able to get plenty 
of rubber to take on new customers for the same material, there is 
nothing in the world that the Antitrust Division could do to keep 
those larger concerns from taking over the customers. 

Mr. Srencer. That is right. 

I would like to comment on that case for your benefit, because it 
was a well-known or well-presented case: If we assumed that that 
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company consumes 2 million pounds in the base period, and we now 
have adjusted him to 2.5 times that figure, is it likely that he is going 
to have customers that he had during the 2-million-pound period taken 
away from him because of lack of material? 

Senator Lone. Was his argument for adjustment to 2.5 times that 
much ? 

Mr. Spencer. He invested heavily financially into this new equip- 
ment and we gave him a liberal adjustment in view of his financial 
commitments. 

Senator Lona. If he had new equipment, the probabilities are that 
he should be allowed to operate that equipment at least to the degree 
where he could make a profit ? 

Mr. Srencer. That is our objective, to find the point where he 
could stay in the black. 

Senator Lone. Have you given him an adjustment since he tes- 
tified here? 

Mr. Spencer. No, sir. 

Senator Lone. I believe his testimony was that he was losing cus- 
tomers and probably could not make a profit. 

Mr. Spencer. Well, Senator, in the fiscal year ending 1950, if we 
assume that he sold 2 million pounds and he now has 2.5 times 
that, he cannot be losing customers that he had prior to the end of 
the fiscal year. 

Senator Lone. You have a case where a financial commitment 
had been made for additional equipment. Even a Government loan, 
based on the understanding that the market was there for this person 
to expand his operations. After he bought the equipment with the 
loan from the RFC and the banks, he cannot get enough rubber to 
operate the equipment and pay even the loan that he had at the bank, 
orthe RFC. That is his testimony. 

Now what is your attitude toward a concern of that sort that had 
made a commitment for a substantial amount of new equipment 
to be operated? Do you think we should have some way to let him 
operate, or just what would you do about it? 

Mr. Spencer. I know Mr. Dismuke very well and he has invited 
me to come down to his plant, which I propose to do just as soon as 
we can get ourselves in shape to do so, and I want to go over it with 
him on the ground. If I am unable to go, we will send a man even 
more able than I am, to do the job. 

Senator Lone. Your idea is that there is some way you might be 
able to work it out and make a proper adjustment in that case, but 
it would have to be done almost on the facts of that particular situa- 
tion rather than attempting to apply general policy to it? 

Mr. Spencer. That is right. 

For example, now, his employment was with 53 people average 
during the base a He did not tell you that his payroll today is 
2.5 times that. He is trying to keep all those — working. 

Now if we give him 2.5 times the materials he had in the base period, 
and if he runs the same items that he made in the base period, does that 
not give him 2.5 times the amount of employment he had? 

Senator Lone. I see the problem you have, Mr. Spencer, and I 
understand that anybody testifying before the committee is going 
to put his best foot forward, he is going to make the best presentation 
he can for his business, and I do not blame him. If you were here 
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testifying for your business, you would put your case in the strongest 
possible light. 

You are doing your best, then, to try to work it out to be fair with 
that case, allowing for the fact that you believe that the case may 
be somewhat overstated, and you think you have already made a liberal 
adjustment in that particular case. 

Mr. Spencer. We do, sincerely. 

Senator Lone. However, if it can be established to your satisfaction 
that the argument that Mr. Dismuke makes is sound, you will be 
willing to grant him a further adjustment ? 

Mr. Srencer. Well, it goes even further than that. It is not a 
question of establishing it to my personal satisfaction. I have a staff 
of no less than three review board people who are ably qualified in 
these fields, to listen to the case and make recommendations before it 
ever comes to my attention. I never want to put myself in a position 
of personally deciding whether a company should get 10 tons or 15 
tons of rubber. You cannot live in this job when you put yourself in 
that position. 

Senator Lone. I am concerned about a statement that I read the 
other day, that it is going to cost the people who are buying new 
automobiles actually more money to acquire their fifth tire for their 
automobile because on the basis that if the automobile companies 
bought it and put it on the car itself, the mark-up would not be as 

reat for that tire as it would be if they bought it from independent 
, nat Is that true? 

Mr. Srencer. I am not familiar with the margins of difference, 
but there is a difference and that is brought about by the 

Senator Lone (interposing). The standard mark-up for a tire would 
be about one-third, would it not? That would be about what you 
would expect, going through the ordinary retail channels? 

Mr. Spencer. Yes, sir. 

Senator Lona. I believe it is intended by the automobile concern 
buying the tire and putting it on, that the mark-up is substantially less 
than that; possibly 10 percent. 

Mr. Spencer. It should be considerably less, Senator, when you 
take into account the channel of distribution. Tires going to original 
equipment companies go from the dockside of the tire manufacturer 
to the dockside of the original-equipment manufacturer. Therefore, 
you have that expense involved directly between the two compauies. 

Senator Lone. And the sales expense, of course, is nominal. In 
fact, the sales expense of buying 20 percent more tires—well, it ac- 
tually does not exist at all; does it? 

Mr. Srencer. That is right. On the other hand, tires that pass 
through dealers’ hands require wide sales solicitation, extensive ad- 
vertising, distribution through several middlemen’s hands before it 
gets to the consumer. So, you can expect a profit in each of those 
transactions aside from the dealers’ profits. 

It stands to reason, when you buy the extra tire apart from your 
car, you will pay a good difference between that and what you would 
have paid for five tires on the car. 

Senator Lona. That is the problem that is concerning me about this 
question: Are you going to save any rubber by having the automobile 
companies simply put four tires on an automobile? Isn’t the man 
who buys the automobile going to rush out and buy a fifth tire? 
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Mr. Spencer. Human nature being what it is, I think so. 

Senator Lone. He is not going to drive without a spare; is he? 

Mr. Srencer. No, sir. 

Senator Lone. Have you considered requiring the automobile com- 
panies to use, insofar as possible, recapped tires, for the spare? 

Mr. Srencer. So far, the sale of replacement tires and recaps has 
been a free market. We have not considered any directives, 1f you 
please, to insure that a new car should put on a used tire rather than 
anew one. We have not interfered to that extent yet with free enter- 
prise. We may come to it, but we haven’t yet. 

Senator Lone. If you are going to tell the automobile company that 
they cannot put a spare tire in the trunk of an automobile, it seems that 
in trying to save rubber you might as well follow through and require 
them to use, for the fifth time, a rec: upped tire. 

Now, I don’t know that you are going to save any rubber the way 
you are going at it at the present time. It occurs to me that all we are 
doing is simply running up the cost of automobiles and not saving 
rubber by requiring the automobile companies to eliminate that fifth 
tire. 

Mr. Srencer. I do not save rubber, but do divert rubber to the 
extent that the fifth tire is not placed on the vehicle by original-equip- 
ment manufacturers. Now, by using that rubber which would have 
gone for the fifth tire, for the purpose of manufacturing truck and 
farm tires, you do lessen the total available tires that might be used 
for spares or replacements, to that extent. 

Senator Lone. It occurs to me that the order will accomplish exactly 
nothing. The people buying new automobiles are going right out and 
buy a new tire as a spare, on i the open market. 

Mr. Spencer. I think that will happen, but that means that someone 
else who would have bought a new tire would now be required to buy 
a used tire. That is a free market in that area. 

Senator Lone. In other words, it is your theory that the tire store 
that has some new tires will proceed to sell those to the people who 
purchase new automobiles, and that same person will not have a new 
tire, and when another customer comes in he will have to require that 
customer to take a recapped tire ? 

Mr. Spencer. Surely, I think so. Until we would get into a ration- 
ing scheme in detail, I don’t know how you would police that operation, 
either. 

Senator Lone. If you wanted to do it, you could probably achieve 
the same effect by requiring, so far as practicable, that the automobile 
companies use a recapped tire for the spare. 

That would require a problem for the man who bought the auto- 
mobile: First, finding himself a new tire; and, second, taking a loss 
on the spare, which might encourage that person to keep the spare tire 
that he had on the automobile when he purchased it. 

Mr. Spencer. I see what you are driving at, but I do not know how 
you can police the American public to that extent. It is a pretty hard 
job. 

Senator Lone. You can encourage them to do what is in the national 
interest. 

Mr. Srencer. That is right. 
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Senator Lone. Do you agree with me that a truck tire that would 
go on a GMC 214-ton ‘truck used by the Armed Forces is just as much 

a stockpile item as the rubber to make that tire ? 

Mr. Spencer. Yes, sir. 

Senator Lone. And that we would probably be in a better state of 
readiness and preparedness if some of the natural rubber that we had 
had been processed in the final article that is being sent to the armed 
services in the event of war? 

Mr. Srencer. Absolutely. 

Senator Lona. That that stockpile would probably be a better stock- 
pile than the stockpile that would have to be processed into finished 
arms ¢ 

Mr. Spencer. I could not agree with you more. 

Senator Lone. The logical conclusion to that ar gument would seem 
to me to be that insofar as possible we should have a stockpile of 
various articles of rubber, particularly during the interim when rubber 
might be in short supply, rather than simply piling up some of that 
rubber into a stockpile in the unprocessed stage. 

Mr. Spencer. According to our best information, the replacement 
situation of the military forces is in good condition. They are faced, 
Senator, with the problem of bringing out new sizes for newly de- 
signed equipment, and that is temporarily slowing their buying. 

"They will be buying heavily as these designs reach the assembly 
line, and that is the concern that this industry. has: that in the mean- 
time we are losing our labor force. 

Senator Lone. Now, do you know to what extent those who are de- 
signing our military equipment are giving consideration to the fact 
that we have a stockpile of tires made of certain sizes, or at least 
that we are well fixed with tires of certain sizes, so that, in designing 
new equipment, they could plan to use the size tire that we have readily 
available? 

Mr. Spencer. I would assume that that is being done and have been 
so assured by the Defense Department. 

Senator Lone. It would be too bad if some engineer designed a 
vehicle to use an off-size tire when he could just as easily use a tire 
which is in good supply. 

Mr. Spencer. I am sure, Senator: that you will find they are taking 
those things into account. 

Senator Lone. You believe the military orders will increase in the 
very near future? 

Mr. Spencer. According to their advance statement to us, they 
will increase decidedly in the third quarter over the second quarter, 
and in the fourth quarter over the third quarter. 

Senator Lone. Those are all the questions I have at this time. 
However, I believe our counsel would like to ask some questions. 

vr Suaver. Going back to this operating order, Rubber Division 
No. 1, do you believe that during the course of these hearings there 
is roe has been shown a need for the study of this order with a view 
to revision ? 

Mr. Srencer. I think that can be answered in the administration 
of those regulations. I have never seen a large operation handled 
where the operating practices were not pretty strict. 
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Senator Lone. Could I ask a question at that point: It is too late 
and probably unnecessary at this stage to put this in, but is it your ex- 
erience, with these concerns that have gone into business during the 
ast 2 or 3 years, that most of them are getting as much rubber as 
they ever had during any month in the time they have been in 
operation ? 

Mr. Spencer. In no instance has any company been reduced below 
what it was entitled to by reason of its base-period consumption. 

Senator Lona. I suggested to you on one occasion that it would 
seem to me that, for a new concern using a relatively small amount of 
rubber, you should give them their best month, at least. 

Mr. Spencer. I would like to agree with you, and we approach it 
in that direction up to a point, but here is the problem: Suppose that 
you have a company who has been in business for 10 years, let us say, 
on this side of the street, and you have a new company come in over 
here within the last 6 or 8 months, and, by reason of our liberal adjust- 
ment to the new company, he gets several times what the older com- 
pany has available and the older company is unhappy. 

Now the Burke Co. is a prize example of that situation. 

Senator Lone. Of course, you do have an express congressional di- 
rective in regard to the needs of new businesses. Insofar as taking 
care of the new one is concerned, Congress has authorized and sug- 
gested that you do it. 

As far as the older ones are concerned, as a matter of justice you 
would probably have to consider their needs in line with your policy 
in that manner. 

How would you suggest working it out? 

Mr. Spencer. In that particular instance, Burke had been a user of 
a certain amount of rubber, recently. 

A competitor across the street had put in new equipment and had 
succeeded in getting a fairly liberal base period set up for him. The 
result was that Burke was unhappy because of his competitor’s posi- 
tion, more so than because he was not getting additional rubber for his 
own use. It is an amazing thing when you get two cases right close 
together, and these were close together. 

Senator Lone. Now, how would you suggest working that out? 
What has your thinking been on the matter? 

Mr. Spencer. We have given the new company a fairly liberal 
arrangement. Again, it is cut and try to get him up to the point 
where he will be making money and not losing money. 

When Burke came in, we had no choice but to put him up to a posi- 
tion that would, insofar as his statement is concerned, enable him to 
make money, and it was a pretty healthy adjustment. 

Senator Lone. In other words, it is almost imperative in a case of 
that sort, where a new company is competing with an old company, 
and there is real live competition between them, and where they are 
both of substantial size, or at least of a size where the new company 
‘an injure the older company in competition, substantially, that you 
must give the old company the same type of consideration that you are 
giving the new one. 

Mr. Spencer. How else can you do it? 

Senator Lone. That would seem to be the only fair way to do it. 

Mr. Spencer. If they were not located so close together or did not 
get together, it would not be such a difficult problem. 
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Senator Lone. Where you are not confronted with that pean 
where you have a new company in a new community, would it seem 
to you that you probably ought to give them the best month that they 
have had? Suppose they have been in operation 18 months and every 
month they have done more business than they did in the month before, 
and their business has probably doubled during the last year, or tripled 
during the last year, progressively. 

In other words, each month they kept increasing their business until 
the time their base period went into effect—they were at their peak. 

Mr. Spencer. I question whether it would be entirely fair to other 
small companies in the industry, aside from the effect of big companies, 
to give a new company an unlimited opportunity to use its best month, 
because it may already have reached a profit position before it obtained 
a new high level of operation. So it is a matter, Senator, of getting 
close enough to that company and understanding its individual prob- 
lem in order to arrive at a fair solution, not only to that company but to 
those companies who will sacrifice materials to the extent that it is 
adjusted. 

Senator Lone. Mr. Spencer, we might as well face this because, as 
a practical matter, small business is going to be in better condition 
or worse condition when you are through with this job and this emer- 
gency is over than they were when they started. Isn’t that right? 
Nothing ever stays exactly the same. You cannot freeze it and keep it 
there. 

Mr. Spencer. That is right. 

Senator Lone. Recognizing that, Congress instructed you to see 
that small business is in better shape when we come out of this emer- 
gency than it was going in. 

That does not mean we want to hurt the larger concerns, but, just 
as your figures indicate, going back through the last 8 or 10 years of 
the rubber industry, small business has taken a progressively larger 
share of the rubber business, although the larger concerns have steadily 
expanded their business and increased their profits. 

Now, that, I believe, is a desirable result. 

Mr. Srencer. I would think so. 

Senator Lone. In other words, it would seem to me that if the 
smaller companies are doing, let us say, 55 percent of the business, and 
the larger companies are doing 45 percent, it would be a desirable 
result that at the end of this emergency the smaller concerns were 
doing, let us say, 60 percent of the business, and the larger concerns 
doing 40 percent, especially if it could have been worked out that the 
larger concerns were doing a greater volume business and possibly even 
a greater business from point of profit than they were doing in the 
beginning. 

That, I believe, is the history of the rubber industry to this date 
and especially over the last 10 years, and I think that is the result we 
should strive to achieve insofar as the effect on these business con- 
cerns is concerned. 

Mr. Spencer. That is exactly the result that we will achieve if we 
can continue to adjust these small companies as we have been doing. 
That is exactly the result. You put it beautifully. I feel they will 
be in a stronger position when this emergency is over and much more 
so than they were when it started. 
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Senator Lone. It seems to me that we have a policy that we do 
intend to favor small business in this program. We stated in section 
701 that we intended to favor small business. Congress said that. 

Mr. Spencer. I have made that so clear so many times, that we 
must favor small business. That if there is a question in Judgment 
between a small company and a large company, it is obvious what 
the answer is. 

Senator Lone. You want to favor small business and be fair to big 
business at the same time. 

Mr. Srencer. It is a difficult line to choose but that is our objective. 

Mr. Suaver. In subsection (iv) it says, 

In administering this Act, special provision shall be made * * * 

In your department, what effort has been made to comply fully with 
this subsection ? 

Mr. Spencer (reading) : 

In administering this Act, special provision shall be made for the expeditious 
handling of all requests, applications, or appeals from small-business enterprises. 

That is the way the provision reads. 

The special action we have taken is to augment our staff from 35 
people to 78 people, and select those people and train them so that 
expeditious handling of every company’s case can be achieved. 

Mr. Suaver. As a matter of fact, Mr. Spencer, does the same review 
board handle all appeals? 

Mr. Spencer. Yes, sir. 

Mr. SHAVER. Let me read the first sentence in your Operating In- 
struction No. 1: 


Company files are to be reviewed in alphabetical order. 


Now do you feel, Mr. Spencer, that that order comports with the 
“expeditious handling of all requests from small business” where you 
review them alphabetically ? 

Mr. Spencer. Let me explain, Counsel, that that was a review made 
prior to the notification of the companies of their February 19, 1951 
base, and we examined some 100 or so cases at random before we 
started a systematic review. Then we started with letter “A” and 
went right through the alphabet before we notified any company of 
its base. 

When cases come in now we take them as of the sequence they come 
in. That has nothing to do with the alphabet. 

Mr. Suaver. You take them in the sequence in which they come to 
your office. 

Do you not feel that under this section you should set up a special 
section in your division to handle small business requests? Do you 
think that is what Congress meant in saying, “Special provision shall 
be made for the expeditious handling of requests”? 

Mr. Spencer. I am quite sure we can handle them more consistently 
and more uniformly and more expeditiously if we have only one 
channel of paper through our office. 

Senator Lone. Mr. Spencer, I may be inclined to agree with you on 
this particular problem. Asa matter of fact, are not most of your 
requests that come in from companies that you classify either as small 
or medium-sized companies? 

Mr. Spencer. Practically all. How do we know that the board 
would be favoring small business if it did not handle the large ones? 
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Mr. Suaver. You will recall Mr. Smith of the Carolina Rubber 
Hose Co., and his testimony. He states that he was having consider- 
able difficulty getting expeditious handling of his appeals and follow- 
ing the testimony of Mr. Spencer, is a letter from the Pullman Co. 
dated March 23, 1951, in which the purchasing agent says: 

Since writing our letter of March 21 authorizing you to make 642 pieces of air- 
brake hose, and 642 pieces of air signal hose, we have been able to get delivery 
of these hose early in April and in May. Therefore, we have placed our order 


with another company. Will you kindly cancel our order given in our letter of 
March 21. 


Mr. Smith states that— 


This will effectively demonstrate the manner in which we are losing business 
to our competitors, because of our cut-back,. 

Do you not feel that in line with Secretary Sawyer’s testimony, that 
transporti ition should be one of those segments that should be given 
every priority? And yet here is an inc ident where a small company 
was depending upon increased allocation and lost the job completely. 

Mr. Srencer. Let me answer that in two parts. In the first place, 
the Carolina Rubber Hose Co’s. base was increased 31 percent. Sec- 
ondly, any small company who is expanding goes cut and finds 
customers, 

1 do not know that a small company or a new company did not 
underbid Carolina Rubber Hose for this business. 

Mr. Suaver. It is a question of delivery, I believe. 

Mr. Srencer. But a new company has to find customers and per- 
haps it found a customer that Carolina Rubber Hose had. I do not 
know. 

Mr. Suaver. The only point I was developing, Mr. Spencer, is that 
they did not get sufficient action with which to comply with the de- 
livery date which the Pullman Co. apparently placed them on. 

Mr. Spencer. Generally speaking, belts and hose are 8 months be- 
hind delivery dates right now for the industry. I believe you have 
had that testimony from many companies and that is the general posi- 
tion of the industry on those items. 

Mr. Suaver. You will recall Congressman Saylor testifying be- 
fore this committee, when he said he would furnish further informa- 
tion whereby a large rubber company, one of the Big Four, asked that 
the molds of a small rubber company be sent to it, and that they had 
the rubber with which to comply with the order of, I believe he men- 
tioned, a Baltimore concern. 

What could be the history behind a base period which would permit 
this type of practice to be prevalent in the industry, or to exist in this 
instance? I do not want to say it is prevalent in the industry. I do 
not know. 

Mr. Srencer. I, of course, do not know the details of what hap- 
pened there but I could see that this possibility might have existed. 
Schenuit’s base period is the same as its actual consumption during 
the base period. We have not adjusted Schenuit. The company 
which took the molds from Schenuit has not been adjusted either, 
so you get into a normal commercial practice of companies changing 
accounts. 

Montgomery Ward, as you know, has a substantial contract with 
United States Rubber and I can well believe that if Schenuit had 
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indicated to Montgomery Ward that they would be short of rubber 
for Montgomery Ward’s two molds, that Montgomery Ward could 
certainly, in view of the size of contract they have with United States 
on other items, bring sufficient pressure on United States to take rubber 
from some other account and satisfy Montgomery Ward. That is 
normal business. 

Mr. Suaver. Aside from the fact that United States Rubber had 
never made this particular item. 

Mr. Spencer. I do not know that. That may be. 

Mr. Suaver. I am just reading what it states in the letter. 

Senator Lone. The point we have in mind is that if United States 
Rubber never made that particular item before but had made a lot 
of other items for Ward, that Ward might very well tell United 
States Rubber, “If you want to keep our account, you have to find some 
way to help us get this. There is another person who will.” 

Mr. Spencer. Surely. This happens every day in every industry. 

Mr. Suaver. Do you feel that your policing force should look into 
such matters as this? 

Senator Lone (interposing). As I understand your position, you 
feel there will always be cases where smaller concerns will take busi- 
ness away from large ones, and vice versa, and you simply cannot be 
held accountable every time a large concern takes a customer, but 
that you are going to try insofar as possible to see to it that the small 
concerns have enough rubber to compete fairly and even in a favorable 
position with the larger. 

Mr. Srencer. That is correct. 

Senator Lone. Are you going to try to take a look at these lines 
and see that in the production of each of the various items produced— 
let us say camelback, because we have used that case so much—a 
person who has had a substantial production of that, is able to con- 
tinue to produce as much, or if you want to increase the production, 
that he is entitled to increase his share of the additional amount pro- 
duced ? 

Mr. Spencer. We have a program that is ready for my approval, 
that will provide extra material for 20 of the 44 camelback-producing 
concerns in this country. I cannot even say that it is quite a fair 
program, but it does favor 20 small companies. 

Senator Lone. And it does look to the essentiality of that particular 
item ¢ 

Mr. Spencer. Yes, sir. 

Senator Lone. Do you plan to follow that similar attitude with 
regard to other items that have been produced ? 

Mr. Spencer. Insofar as it is within our ability to do so, and within 
the material available; yes, sir. 

Senator Lone. What do you expect to do when this cut-back comes 
on the original equipment to be produced ? 

Mr. Spencer. We have not worked out a solution to that, Senator, 
because we know that the present original equipment program will 
be very heavy through June, and we are marking time—that is per- 
haps a poor way to say it—we are observing what is happening in 
the original equipment reduction itself, of the automotive vehicles. 

Senator Lone. Why are we not getting the reduction of original 
equipment as planned? The plan was to have a 25-percent cut-back 
starting in April. 
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Mr. Spencer. Again, it depends on where you start from. Twenty- 
five percent from where? 

Senator Lone. What is your understanding of that cut-back? Mr. 
Fleischmann was here the other day. He is not here today. What 
is your understanding of that cut-back? Where does it apply? It 
is 25 percent of what figure? 

Mr. Spencer. Mr. Feldman tells me that it is a 20-percent reduction 
of steel by weight in relation to the first 6 months’ use in 1950. 

Senator Lone. That is pre-Korea ? 

Mr. Spencer. Yes, sir. 

Senator Lone. A 20-percent cut-back in weight. 

That does not necessarily prove that we are going to have a 20- 
percent reduction in the number of automobiles, does it ? 

Mr. Spencer. No, sir. If they can find substitutes, obviously there 
will not be that much reduction. 

Senator Lone. If they can find a substitute for steel. 

In other words, if we do not keep a close eye on this automobile 
production, they will be producing as many automobiles as ever, using 
just as much labor as ever, and making just as much demand upon 
your rubber stockpile. 

Mr. Srencer. That is right. 

The rubber companies’ shipments to original equipment for April 


do not reflect a decided drop-off, over the first 3 months of this year. 
Senator Lone. In other words, it looks as though the automobile 
manufacturers may be working on ways to take the cut in steel and 
produce as many automobiles. 
Mr. Srencer. More power to them if they can. 


Senator Lona. I am not sure that would necessarily be a bad re- 
sult, providing you can get the materials to continue the rest of our 
program. It always seems to me that if we are facing an emergency, 
we ought to produce automobiles using less steel and less essential 
materials. Ordinarily, those same automobiles would not consume 
as much vitally needed gasoline or fuel in moving people back and 
forth. 

Mr. Srencer. It is a problem of relative balance between in- 
dustries. 

Senator Lone. You are not cognizant of the plans for the new 
automobiles, whether they will be larger or smaller? 

Mr. Spencer. I understand that it will be smaller, but not decided- 
ly smaller. 

Senator Lone. It is your understanding they may find ways to use 
less steel in the individual unit? 

Mr. Spencer. Well, the proof of that, of course, will be when 
the unit production comes out in April as compared to some previous 
month. I shall watch these figures religiously, I can tell you. 

Senator Lone. You are still inclined to feel and certainly to fear 
that the force of circumstances will throw the burden on you to cur- 
tail the actual number of automobiles produced. 

Mr. Srencer. Automotive vehicles. Not necessarily automobiles. 
Automobiles, trucks, tractors, all together. 

I do fear that we shall not be able to provide the necessary original 
equipment to meet those programs and have enough replacement 
tires available for maintaining the fleets of our country. I sincerely 
feel that. The answer to that, in my opinion, is to use more crude 
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rubber. We are already using all the synthetic that is available so 
that in order to increase your ‘total new rubber that is available, you 
must use natural rubber. To me, for the next 3 months, until the 
General process or the Goodyear process is proven out and makes 
additional synthetic available, I feel we should have no less than 
100 percent of our base period for this industry. 

Senator Lone. Let me ask you this: What is being done to get 
additional production of rubber, synthetic? 

Mr. Srencer. That responsibility rests with Rubber Reserve who 
is on an equal status in the organization with the Rubber Division. 
While we gripe a great deal about the amount of rubber not com- 
ing out I have no executive author ity in that field. 

Senator Lone. Do you have any knowledge of what is being done 
to obtain additional production, or additional capacity for synthetic 
production ? 

Mr. Spencer. Primarily the assurance of Rubber Reserve officials 
that everything is being done that can be done, and so forth and so on. 

Senator Lone. Do you know of any new plants that are being con- 
str ‘ucted ? ? 

Mr. Spencer. No, sir. 

Senator Lone. Do you know of any new plants that are in the plan- 
ning stage, to the extent that they could be initiated immediately? 

Mr. Spencer. Not to my knowledge, although they might be, with- 
out my knowledge. I am not that close to that operation. 

Senator Lone. Do you know of any certificates of necessity that 
have been granted to permit this 5-year amortization for the construc- 
tion of new rubber plants, synthetic production ? 

Mr. Spencer. Synthetic plants? 

Senator Lone. Yes. 

Mr. Spencer. We have granted authority at every request of Rubber 
Reserve, to expedite the reactivation of those plants in existence, but 
no new plants to my knowledge. 

Senator Lona. It seems to me that someone is asleep at the switch, 
insofar as getting this Nation enough rubber is concerned. We started 
at the time Korea broke out, with a need for additional rubber ¢ apacity. 
I fail to understand why certificates have been granted to completely 
overhaul some of the railroads of this Nation who apparently were 
slow in modernizing their equipment and their lines, and at the same 
time nothing is being done to grant similar certificates for vitally 
needed things like rubber. 

I am not against additional cement capacity. I am pleased to see 
them build new cement factories across this country but we are not 
as short in cement as we are in rubber. It seems that has been a com- 
plete blind spot in planning. Someone is too slow in getting addi- 
tional rubber capacity and I would like to know who it is. Who has 
the responsibility for seeing that we have sufficient capacity for our 
rubber supply? 

Mr. Spencer. I can only offer you what I have learned since I have 
been here—3 months: The responsibility as it is known to me rests 
with the Chairman of the Vital Materials Committee, who is General 
Harrison. Perhaps upon delegation of authority by Mr. Wilson, I 
am not sure of that. I believe the focal point would be found in Gen- 
eral Harrison. 
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Senator Lone. Would it seem to you that in the interests of na- 
tional security we should have enough synthetic plants to go into 
immediate production to take care of the rubber needed by this 
Nation, the additional synthetic that would be needed if our rubber 
supply were cut off ¢ 

Mr. Srencer. Of course that is a sound position. I think, though, 
to reduce the capital investment that would be required for such a 
program that we could well afford to maintain a substantial inventory 
of synthetic rubber. 

Senator Lone. How much were we paying for rubber at the time 
the Korean episode broke out, crude rubber ? 

Mr. Srencer. I should judge around 35 cents or 40 cents around 
June 25. 

Senator Lone. How much are we paying now? 

Mr. Srencer. The market price to the consumer is 66 cents. That 
is a controlled price from the Government, however. 

Senator Lone. How much is the Government paying for rubber, 
now ? 

Mr. Spencer. Sixty-five cents, yesterday. 

Senator Lona. So we are paying about 25 cents a pound more than 
we were paying when the Korean emergency broke out. 

Do you have any idea how much rubber was bought at the price 
of 65 cents or better ? 

Mr. Spencer. Inasmuch as that is about 10 percent below world 
market, we have not been buying too much. 

Senator Lone. That price is about 10 percent below the world 
market ? 

Mr. Spencer. Yes. 

Senator Lone. Then this country has not been buying a lot of 
rubber, based on that? 

Mr. Spencer. That is right. 

Senator Lone. Though rubber is vitally needed for our stockpiles. 

Mr. Srencer. That is right. 

Senator Lona. For a while we were paying a lot more than 65 cents; 
were we not? 

Mr. Spencer. I believe we were paying 71 cents or 72 cents, when 
the world market price was 80 cents, but we have been consistently 
under the world market price by about 10 percent, according to my 
information. 

Senator Lone. The point I had in mind is this: It occurs to me that 
considering the higher prices that were paid to get rubber for our 
stockpile, that we probably could have saved enough money to have 
built ourselves the additional synthetic plants that we needed or at 
least a lot of that capacity. 

Have you given any thought to that question ? 

Mr. Spencer. Yes, sir. The differential we have paid for crude rub- 
ber would have built several synthetic plants. 

Senator Lone. The prices we paid for crude would have built sev- 
eral synthetic plants that we now need. 

Mr. Spencer. Yes, sir. 

Senator Lone. We are about 9 months late in undertaking the new 
synthetic plants that we would need. 

Do you have any further questions, Counsel ? 

Mr. Suaver. Mr. Spencer, have you given any study or thought 
to establishing a base period for the various segments of the industry ? 
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Mr. Spencer. I have given some thought to it. 

Mr. Suaver. What is your reaction, due to the recommendation that 
has been proposed by many, many companies, both large and small? 

Mr. Spencer. I believe we have accomplished the end result that 
such a study would have brought forward, by the adjustments that 
we have been making. To go back now and start over again on a 
different approach entirely from what we have done heretofore, I 
believe, would create more chaos than it would do good. 

Mr. Suaver. I am interested in your answer to Senator Long’s 
question: Are you not considering also a plant capacity base for 
allocation ? 

Mr. Srencer. We are considering a company’s position on its 
historical base usage first, plus other factors that will enable him 
to operate in the black. You cannot disregard plant capacity 
completely. 

Mr. Suaver. I notice in Mr. Fleischmann’s testimony that he said 
he did not propose to change the base period unless it was the unan- 
imous opinion of this committee that that base period did not apply. 
That was my reason for the question as to whether you had given 
a study to establishing different periods for different segments. 

Mr. Spencer. I believe we have had enough periods established 
already. If we could straighten out the abnormalities within the 
period we have already established, I shall be very happy. 

Mr. Suaver. Do you not think there is some logic in the position 
of the O’Sullivan Co., that that industry used an X percentage over 
a period of time, in total amount of rubber, and that amount should 
be given to the heel and sole industry and then allocate from that 
percentage ? 

Do you not think there is some logic to that statement of O'Sullivan ? 

Mr. Spencer. There is some ground to his statement. 

Mr. Suaver. Would that not alleviate immediately the statements 
that have been made here that the period which you did use was 
abnormal because of the original equipment ? 

Mr. Srencer. I think our adjustments to date have indicated that 
we have taken into account other segments of industries who we have 
been able to prove were operating at abnormal rates, in relation to 
the original equipment account. 

Mr. SHAVER. [ notice here in the testimony of Mr. Fleischmann 
also, this, and I want you to comment on it: 

And it depends on what they were doing during the base period. But the base 
period was predicated on an abnormal year for the original equipment men and 
tire manufacturers. When you cut down that percentage and restrict the user 
to a certain percentage, you are certainly, when your automobile production is 
not so great, giving a bonus supply of rubber to those who furnish tires to the 
automobile factories. 

So I assume that when and if the automobile production is ever 
curtailed then Mr. Fleischmann would feel that you were actually 
giving extra benefit to those companies who sell the original 
equipment. 

Mr. Spencer. We will certainly look at the situation honestly at 
that time. I do not have any solution for it at this moment, I can 
tell you. 

Mr. Suaver. Apparently it is not known at this moment when they 
will curtail the production of automobiles. 
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Mr. Srencer. That is right. 

Mr. Saver. When and if that comes, do you think that a new study 
should be made of this rubber situation so as to find out where that 
additional rubber is going ? 

Mr. Spencer. Certainly all the relevant facts of the situation should 
be developed and explored and action taken based on fair play, and 
fair-mindedness across the board. 

Mr. Suaver. Would you not get that idea from Mr. Fleischmann’s 
statement that I just read, that it should be reviewed and it would 
give undue advantage to those companies which supply the original 
equipment ? ¢ 

Mr. Spencer. I would not wish to prejudge the case today but I 
can assure the committee we will review it in the light of the facts 
of the situation, at that time. 

Mr. Suaver. The only other question I wanted to develop, Mr. 
Spencer, is this so-called advisory committee, which I indicated to you 
that the members of the rubber industry themselves had made this 
study. I personally have not seen the list of the various segments or 
representatives who have been appointed, or named. As I told you 
before, Mr. Pratt and Mr. Marshall, it is my understanding, have 
consented to serve. I think if they can accomplish a worth-while pur- 
pose, I think the real value and contribution should be delineated 
very fairly and squarely to you and that segment of the industry. 

Mr. Spencer. I believe Mr. Marshall is already a member of the 
industry advisory committee meetings. 

Mr. Suaver. That is correct, and Mr. Marshall indicated that in 
his opinion the base period, unless you considered those liberal pro- 
visions, which were also included at the time the base period was 
agreed upon, then it certainly was not fair. That is my recollection 
of Mr. Marshall’s testimony. 

I did develop that point, Mr. Spencer, that the criteria—and you 
agreed with that—was subsequent to the adoption of the base period. 

Mr. Spencer. Yes. It would have been much better had it been 
adopted prior to the establishment of any period, but since it was not 
done, it had to be done before you could administrate an order. 

Mr. Suaver. Would it not also have been much better to have called 
in the advisory committee before you set out the criteria under your 
new order ? 

Mr. Spencer. I won't argue that it might not have been helpful. 

Mr. Suaver. And that this committee as presently constituted could 
give a real and genuine service not only to NPA, but to the rubber 
industry as a w hole. 

Mr. Spencer. Well, that is the purpose of all these committees, to 
render a national service. 

Mr. Suaver. I just want to get your feeling as to what real good 
they could accomplish. 

Mr. Spencer. The problem we have had is that you never have time 
enough to look the next quarter’s program in advance and lay out a 
program that you can consider to be put into effect 2 months from 
now. The things we have had to do were matters of expediency. We 
had to do them within a matter of weeks and in some cases within a 
matter of days. We have not used a committee for this type of pur- 
pose to the extent that we should, and to the extent that I hope we 
can. 





508 RUBBER SURVEY 


Mr. Suaver. I think if you gave the spokesman or spokesmen for 
this committee sufficient time and they could give you their opinions 
as to the effects on small business and the rubber industry as a whole— 
not just the tire and tube men, but all of them—it would be most 
helpful. 

Mr. Spencer. We are open all day long and are available to anyone 
who wants to come in and talk to us. 

Mr. Suaver. I think perhaps you could invite them whenever there 
is a policy matter along that line. 

Mr. Srencer. I shall be glad to invite anyone who can help us. 

Senator Lona. I have one other point. As I understand, there is 
discussion of putting this stretcher process through, to get additional 
synthetic out of existing plants, but it looks like it will be about 90 
days before the plants are ready to say they have made all the tests 
that they wanted to make on that. 

Have you given any thought as to whether or not we may be able 
to speed up this stretcher process by putting into operation certain 
cases sooner ? 

Mr. Spencer. Yes. As a matter of fact, Rubber Reserve has au- 
thorized a second run of 2 million pounds, whereas the first run was 
half a million, and which is being tested. They have assured them- 
selves of results of that, as I understand it, to the point where they 
are going ahead with a second run of 2 million pounds in an attempt 
to get the answers to the testing data as quickly as possible. 

Senator Lone. Now it would seem to me that there must be a lot of 
things for which this stretched rubber could be used, even immedi- 
ately, if you wanted to ease the situation. 

I wonder if it might be possible for you to put into effect some of 
that production right away, or certainly within the next week or so, 
or wihin the next 2 or 3 weeks, and start directing that rubber into 
channels where it would probably serve its purpose. 

Mr. Spencer. That should be a normal outcome of this testing pro- 
gram, now. There should be certain fields, and I feel that perhaps in 
molded goods for car windows and so forth, that this new extender 
will do as good a job as the present material, and in those cases where 
they can get definite proof, certainly we can take advantage of it just 
as soon as those tests are completed. 

Senator Lone. Perhaps you could even use it in spare tires. Frank- 
ly, I do not believe you are going to accomplish anything with the 
spare-tire program at the present time. About all you are going to 
accomplish is just to make it more expensive to buy an automobile. 

Mr. Spencer. I still have not made my point clear that we are ac- 
complishing the use of that material which would go into the use of 
that fifth tire, for truck tires and farm equipment tires. That, we have 
accomplished. 

Senator Lone. Thank you very much for your testimony, Mr. 
Spencer. It has been very enlightening. 

Mr. SHaver. The committee is in receipt of correspondence from 
the General Tire & Rubber Co., the Carolina Rubber Hose Co., and 
Hon. John P. Saylor of the Twenty-sixth District of Pennsylvania. 
As this correspondence has been referred to in the course of today’s 
testimony, I request that it be included in the record at this point.. 

Senator Lone. Without objection, the correspondence referred to 
will be included in the record at this point. 
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(The correspondence referred to is as follows :) 


CAROLINA RUBBER HOSE Co., 
Salisbury, N. C., March 29, 1951. 
SENATE SMALL BUSINESS COMMITTEE, 
Washington, D. C. 

GENTLEMEN: In connection with hearing on the rubber situation as to effects 
on small rubber companies, our representative appeared in Washington before 
the hearing this week and left certain papers, including letter from the Pullman 
Co. ordering 642 pieces of air-brake and 642 pieces of air-signal hose. 

Enclosed herewith you will find cancellation from the Pullman Co. of this 
Same order since they were able to secure delivery of this hose needed for cars 
being furnished the military. 

This will effectively demonstrate the manner we are losing business to our 
competitors because of the recent cut-back in allocation. 

If possible we should like to have the Pullman Co. letter introduced into the 
testimony, along with the material left at the hearing. 

Very truly yours, 
CAROLINA RUBBER HOSE Co., 
Mites J. Smiru, Treasurer. 


HE PULLMAN Co., 
j, 1Ul., March 23, 1951. 


T 
Chicago 5 
Mr. MILEs J. SMITH, 
Treasurer, Carolina Rubber Hose Co.., 
Salisbury, N.C. 

DeaR Str: Since writing our letter of March 21 authorizing you to make 642 
pieces of air-brake hose and 642 pieces of air-signal hose, we have been able to 
get delivery of these hose early in April and in May. ‘Therefore, We have placed 
our order with another company. 

Will you kindly cancel our order given in our letter of March 21. 

Yours truly, 
A. J. UTTICH. 


THE GENERAL TIRE & RUBBER Co., 
Akron, Ohio, April 2, 1951. 
Hon. CHARLES E. SHAVER, 
General Counsel, Select Committee on Small Business, United States Senate, 
Senate Office Building, Washington, D.C. 

Dear Mr. SHAVER: In our phone conversation about the appearance of Mr. 
W. O'Neil as a witness in your hearings on the rubber situation, I discussed the 
matter of the base period for allocating rubber to our industry. In the testimony 
thus far I have not noticed from newspaper accounts that the full history of this 
base period has been brought out. 

If you or the committee are interested in this history, I should like to point 
out that in the selection of a base period the Rubber Industry Advisory Com- 
mittee considered several different periods. Obviously, it seemed that no mat- 
ter which period were to be used, there were objections among members of the 
advisory committee. The selection of the period of 1 year ending June 30, 1950, 
had its advantages particularly from a psychological standpoint since it would 
enable publicity to be released stating that future rubber consumption would 
be on the basis of the year ending June 30, which at that time was a very recent 
period. It was considered that this would not have an adverse public reception 
and cause panic tire buying because the publicity release would state that the 
rate of rubber consumption would be the same as for the year just closed. If 
any other period had been selected, that publicity release would have had to say 
that rubber consumption for the future would be at varying rates of decrease 
up to as much as 19 percent. Such a release would have caused panic buying 
and made a bad condition much worse. 

It was, therefore, decided to recommend the use of the vear ending June 30, 
1950, with a definite provision that for those whose operations would be adversely 
affected by particular conditions within their own company not common to the 
rest of the industry, they would be allowed to make an appeal for relief from 
this inequity and hardship. With that definite and essential provision the base 
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period was agreed upon, and in agreeing upon this there were no criteria estab- 
lished as a basis for considering hardship appeals. 

The present use of the base period seems to be considered as having been the 
unanimous recommendation of the Industry Advisory Committee. This is only 
partly true because coupled with the time element was the very important con- 
tingency of hardship relief without any reference to the criteria to be used in 
determining this. 

These criteria have been subsequently established and put into effect as refer- 
ring to the base period, but before adopting these criteria the matter was never 
discussed by the Industry Advisory Committee. 

This history of the base period can be verified among the other members of 
that committee who were a party to its original recommendations. 

Very truly yours, 
C. F. Burke. 

P. S.—Attached is a copy of the worksheet on the base period. 


Copy of table used by rubber industry advisory committee in recommending 
base period 


| 
} 

Average Rates 
| 90,000 
| tons 
| 


Alternate | Monthly | Consump- 
) 2 7, i‘ ou | 
monthly 105,000 100,000 | tion 95,000 
consump- , . | 
tons tons tons 
tion 


Percent June 1950_ - 111, 000 —5.4 0 | —14, 
Percent first 6 months 1950 99, 000 | +6.0 0 onal: 
Percent year ending June 30, 1950 90, 000 +16.7 + +5.6 | 
Percent year ending 1949 82, 000 +28. 0 22.0 +15.8 | 
Percent 18 months ending June 30, 1950_-_. 87, 000 +21.0 | +15.0 +9.0 


House OF REPRESENTATIVES, 
Washington, D. C., April 5, 1951. 
Hon. Guy M. GILLETTE, 
Senate Office Building, Washington, D. C. 

DEAR SENATOR GILLETTE: When I appeared before your subcommittee last 
Wednesday, March 28, I stated that one of the small rubber companies had lost 
one of its customers to one of the larger companies because they could not give 
full production with their allocation of rubber. I promised to give you a docu- 
ment proving this fact. 

I enclose herewith a copy of a letter from the Frank G. Schenuit Rubber Co., 
Railroad and Union Avenues, Baltimore 11, Md., to Narvin B. Weaver, dated 
March 12,1951. The last two paragraphs on page 1 state the facts about which 
I testified. 

I also stated when I appeared before your committee that I felt your com- 
mittee should urge the Secretary of Commerce to delay the cut in rubber for 
April. I wish to further state that I believe your committee should urge the 
Secretary of Commerce to rescind all cuts for the small companies, including the 
one made on February 19, 1951, and that if any cuts in allotments are made they 
should be made in the allocations given to the Big Four. 

Sincerely yours, 
JOHN P. SAYLor. 


THE FRANK G. ScHENvItT Rugser Co., 
Baltimore 11, Md., March 12, 1951. 
Subject: Rubber allocation as revised by NPA for the year ending June 30, 1950. 
Mr. NARVIN B. WEAVER, 
Washington, D. C. 

Dear Mr. WEAVER: We fully appreciate the need for conservation of rubber, 
also the necessity for the most effective utilization of rubber available for civilian 
economy. 

Under NPA revised allocation going back to the original base period to estab- 
lish each individual company’s allotment, we question the fairness of this decision. 
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In our particular case the base period ending June 30, 1950, for purposes of 
computing our permitted consumption of new rubber for civilian tires was a 
low consumption period due to conditions which existed in the replacement tire 
business at that time. 

Operating under the present allocation it is necessary to ration tires to our 
customers to the best of our ability so not to lose our valued accounts. 

One customer which we have sold for the past 3 years notified us on February 
23, 1951, to transfer some of their mold equipment to one of the major rubber 
company’s plant with the understanding this plant would give this account full 
production from their molds. 

This disturbed us very much and we requested a day or two grace before 
shipping the molds to determine if it was possible to get an additional allotment 
of rubber so it would not be necessary to lose this business. We were given 
permission by the Rubber Division to transfer part of our new rubber allotment 
for March from one grade to another, but not increasing our total allowable new 
rubber. This did, however, allow us to balance our production and hold this 
business. 

This would indicate to me that by changing the base period back to its original 
basis certain companies benefited while others were penalized. 

We sincerely believe that NPA should establish a fair basis upon which to 
allocate rubber so all rubber manufacturers will share the burden equally. 

We are considered a small business which in normal times employ 265 to 275 
production employees. We recently furloughed 17 percent due to our rubber 
allocation. 

Very truly yours, 
THe FRANK G. Scuenvuit Rupper Co., 
Roy C. NEELY, President. 


Senator Lone. The subcommittee will recess at this time and meet 
again tomorrow at 10 o’clock. 

(Whereupon, at 12:45 p. m., the subcommittee recessed, to 1 
at 10 a.m. Tuesday, April 10, 1951.) 


reconvene 
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TUESDAY, APRIL 10, 1951 


Untrep States SENATE, 
SUBCOMMITTEE ON RUBBER OF THE 
SeL_ecr COMMITTEE ON SMALL BUSINESS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., room 457, 
Senate Office Building, Washington, D. C., Hon. Guy M. Gillette 
(chairman of the subcommittee) presiding. 

Present: Senators Gillette and Thye. 

Also present: Mr. Shaver. 

Senator Gitterre. The subcommittee will come to order. 

The first witness in today’s hearing will be Mr. H. E. Humphreys, 
Jr., United States Rubber Co. 


STATEMENT OF HARRY E. HUMPHREYS, JR., PRESIDENT, ACCOM- 
PANIED BY HOWARD N. HAWKES, ASSISTANT GENERAL MAN- 
AGER, TIRE DIVISION, AND J. S. JOHNSON, ASSISTANT TO THE 
PRESIDENT, UNITED STATES RUBBER CO. 


Mr. HWumrureys. My name is Harry FE. Humphreys, Jr., president, 
United States Rubber Co., and a resident of Scarsdale, N. Y. 

With your permission, Senator, I would like to call two of my asso- 
ciates to the table here, if I might, Mr. Howard N. Hawkes, assistant 
general manager of our tire division, and Mr. J. 8. Johnson, assistant 
to the president. 

Senator GILLerre. Very well. 

I see you have a prepared statement, copies of which have been 
furnished to the subcommittee. You may proceed, Mr. Humphreys, 
hn any way you wish, 

Mr. Humpnreys. I would like to read from my prepared statement. 

Senator Gutterre. That will be very good. 

Mr. Humrureys. First, we appreciate this opportunity to talk with 
vou about the problems of rubber in this country. I sincerely hope 
that these frank discussions will be very helpful in finding the best 
solution. 

With your permission, I would first like to take about 10 minutes to 
give you the picture as I see it, as a basis for any questions you may 
wish to ask. 

Since late last summer, representatives of the rubber industry and 
of the Government from time to time have put their heads together 
to decide what should be done to get rubber ready to face a possible 
large-scale war. Industry leaders agreed that certain temporary con- 
trols were necessary, and made certain recommendations. 
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The tire manufacturing division of the industry prepared a very 
solid document dealing with the fundamentals of this problem. It 
was entitled “ Analysis of the 1951 Rubber Problem.” More than a 
hundred people from all companies, large and small, contributed to 
it. It was presented to NPA on October 24, 1950, before approxi 
mately 60 rubber industry presidents, vice presidents, and other top 
management people, with their unanimous approval. I would like to 
incorporate this industry statement into the record of these proceed 
ings, and urge that careful study be given to it. 

Senator Gitterre. It will be received and incorporated in the 
record. 

Mr. Humpnreys. Thank you, sir. 

(The information referred to is as follows :) 


Wuat Is THE 1951 RusBeR PROBLEM ? 


Analysis by the tire manufacturers’ division of the rubber manufacturing 
industry for Government agencies 


In brief, it is the need for a rubber policy which will contribute most to the 
highest level of national security. 

There are several extremely important considerations which should be given 
primary weight and attention in our approach to policy recommendations. 

They are listed on the next page. 


CONSIDERATIONS AND OBJECTIVES FOR NATIONAL RUBBER SECURITY 


1. To build our strategic stockpile of new rubber to the desired point as quickly 
as practical. 

To assure the necessary capacity and all facilities to make military tires in 
the specified quantities, sizes, and types when needed. 

5. To keep tire labor fully employed in order to maintain the size and con 
serve the skill of our trained labor force. 

To secure and guard quality in the largest segment of our stockpile consist 
ing of 250 million tires in daily service on the wheels of automobiles, trucks, 
and farm tractors. 

To evaluate and provide for the tire needs of our tremendous civilian motor 
transportation which now is geared in its operations to a high-level labor force 
and an all-out defense production economy. 

There are also other considerations to keep in mind because of their broad 
significance. 

Any increase in military tire requirements would take about 4 pounds 
synthetic to 1 of natural rubber. Today, military specifications average Ti) 
percent synthetic, and should soon reach SO percent. 

Because of this high ratio of specified synthetic usage by the Armed Forces 
if military requirements for 1951 should double present figures, for example, 
would have relatively little effect on the stockpile of natural rubber. 

Almost every American family has a direct interest in the determination o 
sound tire-rubber policies. 

Our rubber-borne motor transportation now includes the following units: 


Willio 

II a i ie a iy hi ae a oe 36. | 
Pa A 7h ha enka ices aliens adie eae ee ee 7.9 
Carrere (ce PUN?) odie Rhee elma ab habeas ana ancitine dikes Bi eee ae 2 
48.7 


Wheels on rubber tires total about 250 million. 
The growth in the use of automotive rubber tires in this country has continued 
without serious interruption for 45 years. 


tl 
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The consistent rise for the past 20 years is set forth on the following chart: 


VEHICLES IN USE 


PASSENGER CARS— MILLIONS 





1930 1935 1940 1945 1950 


TRUCKS AND BUSES— MILLIONS 





1930 1935 1940 1945 1950 


TRACTORS ON FARMS—MILLIONS 





1930 1935 1940 1945 1950 


Bearing directly on this subject, we quote briefly from the 1942 report of the 
Rubber Survey Committee, written during the darkest period of World War IT. 

“We must supply the needs of our Armed Forces. We must equip our busses 
and trucks and other commercial vehicles. And in addition to all these we must 
maintain the tires on at least a substantial portion of our 27,000,000 civilian 
passenger automobiles, 

“Otherwise, an economy geared to rubber-borne motor transport to an extent 
not approached elsewhere in the world will break down.” 

Following the recommendations made in this report, the taxpayers spent 
hundreds of millions of dollars for a synthetic-rubber industry, as protection 
for the future. 

Only these tire consumers—mnillions of them—can really save rubber. 

Manufacturers do not save or waste rubber: they only process it. In short, 
they put it from one stockpile into another of a different type. 
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COMPLETE STOCKPILE SECURITY 


That phase of security which is measured in terms of the rubber stockpile prop- 
erly relates to total stockpile, not just the Government portion. 
The approximate components of the total stockpile are set forth in the follow- 
ing: 
[Thousands of long tons] 
Natural rubber: 
Afloat to United States_____--- See eee ; 100 
Government stockpile (our estimate ) a me 500 
Private inventories___- eee es e gs ed 90 
—_——— 690 


eee TOE = Ten SOV OT ION Finite enencbaeneen 62 


Total new rubber 
Processed new rubber: 
Manufacturer’s (in process) 
Finished tire products: 
Manufacturers’ inventory —--- 
Dealers’ inventory 
Consumers’ (on wheels) : 
Total__- ne i 
Less allowance (44 worn) 


Nontransportation 
1, 311 


Total stockpile__.__-~~- emia eine siete cannaialiacie 2, O68: 


Granted that the new rubber stockpile is just one phase of total rubber security, 
the facts with which to determine the rate of stockpile accumulation become 
of extreme importance. 

WHAT ARE THESE FACTS? 


1. How much “new rubber” (natural and synthetic) will be available? 

2. What is the basic rubber requirement for military, truck, industrial, 
agricultural,. other essential transportation, and nontransportation? 

3. What is the minimum percentage of natural-rubber content for products 
which will maintain the quality of our major stockpile on wheels and perform 
adequately under today’s service conditions? 

t+, What would be available for Government stockpiling—natural and synthetic? 

To get the facts, questions No. 1 and No. 2 were addressed to the statistical 
committee of the Rubber Manufacturers Association. This is the committee 
which regularly supplies estimates for the guidance of industry executive and 
Government policy. The point was emphasized that any understatement of 
requirements would overstate the rate of stockpile accumulation. 

Question No. 3 was referred to the same group of industry technicians who 
regularly serve as technical advisers to the Department of Commerce. 

The replies from the two committees are the source of the factual information 
presented in the pages which follow. 

A detailed analysis of the availability of natural rubber is presented in 
appendix A. 

A comprehensive breakdown of requirements is reported in appendix B. 

Conversion of unit requirements to new rubber is covered by appendix C. 

Summary of the program as a whole is reported in Appendix D. 

To permit consideration of total material availability and consumption, it has 
been necessary to make an arbitary estimate for nontransportation industries 
prior to completion of studies of their individual problems. We think the 
allowance is reasonable, but it should not be interpreted as a commitment on 
the part of other divisions of the rubber industry. 

We have condensed some of the end figures into a simple table for the purposes 
of our discussion at this point. 
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{Thousands of long tons] 


Percent 


Total new ; 
; Ss tic 
Natural Synthetic natural 


rubber 


Availabl 1, 824 


Consumption 
Military total 120 
Transportation total 


Nontransportation 
Latex (natural 
Other rubber 


rotal 
‘ivilian total 


Consumption total 


To stock pil 


With 1,824,000 tons of new rubber available in 1951, we find that on the basis 
of meeting all known requirements, there would be 561,000 tons available for 
addition to the new rubber stocks in this country. Of this amount 364,000 tons 
would be natural rubber and 197,000 tons synthetic. 

Based on the facts available to industry, the addition of 561,000 tons of new 
rubber to this country’s stocks appear to be ample protection against any known 
risks. Certainly this is true in relation to the military tire requirements as 
now known to industry. 

In 1944 and 1945, at the height of World War II, total natural-rubber con- 
sumption averaged 125,000 tons per year. At this rate, our present supply of 
natural rubber would last about 5 years. With the addition of 364,000 tons as 
projected, the supply by the end of 1951 would last over 8 years. 

If more natural rubber is desired, we urge action on the propsals to trade 
with foreign countries any surplus of synthetic for natural rubber. Technical 
knowledge necessary to use large quantities of synthetic was acquired in World 
War II. Therefore, there are no production problems. Such an arrangement 
would lower the cost of products of adequate quality in foreign countries, set 
up dollar credits abroad, and accelerate the stockpiling of natural rubber in the 
United States. 

For civilian transportation production in 1951, the percentage of natural rub- 
ber shown is 39.8 percent. . 

The percentages by various product classifications are reported in appendix E, 
page 44. 

These proposals were voted unanimously by the 11 industry members of the 
technical committee, who were present at its meeting called to consider this 
subject. 

The percentages must be considered as the minimum level of natural-rubber 
consumption in transportation products to maintain adequate quality under 
present service conditions. 

If a lower level should be ordered for any reason, restrictions must be placed 
simultaneously on the millions of tire consumers to enforce lower driving speeds, 
regulate overloading—in fact, all of the rubber-saving devices which go with 
war conditions. 

REVISION OF CURRENT R—-1 ORDER 


In order to assure control of natural-rubber consumption in transportation 
products at the recommended level, a revision is proposed in the existing R-1 
order to incorporate the following principle: 

Each manufacturer shall determine the total maximum natural-rubber con 
sumption in his civilian production for a given period by applying to the total 
weight of “new rubber” consumed in each product Classification listed the 
maximum natural rubber percentage for that individual product classification, 
but with no restriction as to the application by size or type of the total maximum 
amount of natural rubber so determined, except that the maximum natural- 
rubber percentage for any individual size shall not exceed the percentage indi- 
cated (merely to avoid any advertising of 100 percent natural-rubber tires as 
superior). 





518 RUBBER SURVEY 


The percentages are those shown in appendix E (p. 44) and average out as 
an over-all percentage of 39.8 percent. 

With the availability and consumption figures before us, it seems appropriate to 
now refer back to the objectives for national rubber security : 

Objective 1. “To build our strategic stockpile * * *”: 561,000 tons would 
be available for this purpose, enough to bring the total stocks of new rubber to 
1,313,000 tons by the end of 1951. Following Pearl Harbor, maximum stocks 
were 634,000 tons. 

Objective 2. “* * * necessary capacity and * * * facilities”: This point 
has not been discussed because basic tire capacity appears adequate if there is 
freedom to consume material to fit total production requirements from January 1. 

Objective 3. “To keep tire labor fully employed * * *”: How can we explain 
to our workers and labor leaders a substantial cut in take-home pay in the rubber 
industry, when no other industries have been cut back, with insistent demand for 
the products of their labor, rubber pouring into the country at record rates, 
taxpayer expenditures of hundreds of millions for a synthetic-rubber industry 
for protection? 

Objective 4. “To secure and guard quality * * *”: The Technical Committee 
has submitted proposals which safeguard the quality of our greatest stockpile— 
reduce the use of natural rubber; increase synthetic. 

Objective 5. “* * * provide for the needs * * * of motor transporta- 
tion * * *”: The needs of our motor-transportation system are reported in 
detail in appendix B. 

Reference was made previously to the fact that, in making our request to the 
statistical committee of RMA for a study of tire requirements, the point was 
stressed that any understatement of requirements would overstate the rate of 
stockpile accumulation. 

As a commentary on the soundness of the figures, we show below the two 
estimates developed this year by the statistical committee, one made in May, the 
other in September, of 1951 tire shipments: 


1951 (Ms) 


May September 


Passenger casings: total shipments . 66, 125 | 
Heavy service casings: total shipments : 11, 950 
Farm casings 

Large 

Small 


70, 700 


The September estimate has been used to determine unit production and new- 
rubber consumption as presented. 

In the chart which follows, the new rubber available in 1951 is shown compared 
with new-rubber consumption in 1940, the last prewar year, at 651,000 tons with 
virtually no synthetic. New-rubber consumption in the base year ending June 
1950 at 1,080,000 tons—650,000 natural rubber—about the same as 1940. 
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RUBBER NEW 
CONSUMPTION RUBBER 


AVAILABLE 1951 
1940 


AND YEAR ENDING 
JUNE 1950 


——$ 


SYNTHETIC 


7,7 
v7 


] 
yy 


N O-amzaz<u 


eae 
SG SY 


UY; 
7. 


CONSUMPTION CONSUMPTION AVAILABLE 
1940 1950 1951 


SUMMARY 


There is sufficient new rubber available to the United States to add 561,000 
tons to our Nation’s stock of rubber, and in addition, to fully supply the require- 
ments of— 

(a) military tires for the Armed Forces; 

(b) tires for both replacement and original equipment for the automobiles, 
trucks, busses, and farm tractors which comprise the motor-transportation 
system of the country; and 

(c) nontransportation requirements, 
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2. The excess of new rubber over total requirements is projected by quarter as 
follows: 
[Long tons] 


ae epee meaan Sei 
| Newrubber| Natural | Synthetic 


First quarter... 124, 000 89, 000 | 35, 000 
Second quarter - - -_.-- | 124, 000 83, 000 | 41, 000 
Third quarter _- | 140, 000 | 89, 000 | 51, 000 
Fourth quarter... ‘ 173, 000 103, 000 | 70, 000 


1951 stockpile 561, 000 364, 000 197, 000 


The rate of accumulation of the Government stockpile must be consistent with 
and related to the excess of availability over projected consumption. 

3. Synthetic availability of 924,000 tons assumes strategic importance of the 
highest order for these reasons: 

(a) Our Armed Forces specify approximately 80 percent synthetic content for 
military tire requirements. We have included for military in our calculations a 
70 percent synthetic ratio because high synthetic specifications are not yet com- 
plete for uirplane tires. When completed, the figure will approximate 80 per- 
cent. 

(0) The peak rate of production of synthetic rubber in this country, together 
with the fact that an excess of synthetic-rubber supply over total requirements 
would be available for stocks in each quarter of 1951, fortifies the assurance 
that almost any conceivable expansion in military requirements will be fully met 
as to new-rubber availability. 

(c) The tire industry has both the knowledge and experience to use in its 
transportation products very large quantities of synthetic without quality de- 
terioration. The revisions of R-1 proposed in this report would assure reduced 
usage of natural rubber in tires consistent with adequate quality to meet the 
operating conditions of our country’s motor-transportation system. 

4. This large-scale use of synthetic in both military and transportation prod- 
ucts spreads the effectiveness of the stockpile of natural rubber over a greatly 
expanded total volume of tire production and consequently lengthens the time 
period during which it will remain effective. 

5. Experience in World War II proved the high essentiality of our huge motor- 
transportation system. The 1942 rubber-survey committee pointed out that 
unless this transportation system operates without interruption, our national 
economy will break down. Since World War II, more people and more industry 
have moved into suburban areas. The need for rubber-borne motor transporta- 
tion is greater today than ever before. 

6. It is of vital importance that the tire labor force be fully employed and the 
tire industry itself nemain strong and fully capable of meeting all the demands 
on it over a long period, both military and civilian. During World War II, our 
authorities in Washington moved to return trained tire personnel from the serv- 
ices in all parts of the world when it became clear that both the Army and the 
civilian production front move on rubber-borne motor transportation. Much of 
the tire labor force had been dissipated because of production cut-backs due to 
lack of rubber supply. Today, we have a vastly improved situation in availability 
of new rubber. The projected supply of 1,824,000 tons is a new record high, 
several hundred thousand tons above the peak figure of the past. 

If stockpile accumulation proceeds at a rate related to excess availability over 
projected consumption, then the position of the tire industry is as favorable 
as that of other industries, with reference to the supply of its raw materials. 

7. The very high level of 1,824,000 tons of new rubber available next year 
raises the question of what happens when the stockpile objective is reached 
and new rubber availability is nearly 50 percent over consumption level. A sharp 
break in rubber price would mean 

(a) sharp decline in consumer buying; 

(b) widespread layofis of trained preduction personnel ; 

(c) Jarge devaluation of dealer inventories, with losses to thousands of 
small-business men ; 

(d) large devaluation of manufacturers’ inventories of finished goods 
and raw materials—tremendous inventory losses; 

(e) large losses on manufacturers’ purchase commitments; 

(f) large losses to taxpayers on rubber in the Government stockpile ; 

(g) major economic repercussions in the rubber-producing areas. 
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Policies which will bring economic chaos in rubber are not justified by the 
facts. ; 

This problem is already very serious. Government stockpiling at rates in- 
consistent with surplus accumulation will make it more so. Full consideration 
by industry and Government of all the implications of these questions is most 
necessary. 


MATERIAL ALLOCATION PROGRAMS 


With the increase in new rubber supply, all rubber allocations and production 
limitation programs could end after December 1950. 

Production cut-back programs and material allocations are useful only in 
unforeseen emergencies of very short duration. Under the conditions projected, 
we think they are unnecessary in the tire industry. 

Ability to increase production under pressure is one of our country’s greatest 
assets. Its driving force is competition for sales and profit. The tire industry 
is no exception. Its record in World War II was outstanding. 

Because of the fact that there cannot be a “base period” satisfactory and 
equitable to all companies in the industry, programs of this type— 

Arbitrarily affect individual company positions, 

Set up inequities between classes of trade. 

Minimize importance of public acceptance. 

Lessen the incentive to develop and improve product, both military and 
civilian. 

Lessen pressure to procure scarce materials and increase effectiveness in 
their use 

In effect, they put every manufacturer into a strait-jacket. 


RECOM MENDATIONS 


1. Revise R-1 to incorporate the principle and percentages as proposed. 
». Increase production of GRS and butyl as quickly as possible. 


» 
» 


. Trade any surplus of synthetic with other countries for natural rubber. 
4. Accumulate rubber for the stockpile at the rate proposed. 


CONCLUSION 


We have shown for the year 1951— 

The available supply of all new rubber. 

The method of effectuating the greatest use of synthetic rubber under 
present operating conditions. 

The needs of all consumers in terms of new rubber. 

The surplus of natural and synthetic which is available for stockpile 
accumulation. 

The quarterly rate at which a stockpile can be built up with a minimum 
of economic chaos, 

We strongly recommend that Government give this program an opportunity 
to work—for in our opinion total rubber security, which is the objective of 
both Government and industry in the present emergency, is thereby assured. 

Because our analysis projects a very large surplus of new rubber in 1951, and 
our whole concept of total security in rubber does not involve consideration of 
types of products, we see no reason for discussion of spare tires, special-purpose 
tires, white sidewalls, and so forth. 


APPENDIX A 
NATURAL RUBBER AVAILABILITY, 1951 


One of the most important factors in the forward appraisal of the whole prob- 
lem is the estimate of natural rubber availability for 1951. High prices have 
stimulated world production to levels not previously foreseen, 

Current estimates of 1951 run as high as 80,000 tons per month or more, 
depending upon point of view and degree of conservatism. 

Projections are based on 75,000 tons per month, which seems conservative, 
but the importance of this estimate is such that we invite consideration in 
detail of the approach and comparison with history. 


ESTIMATED IMPORTS OF NATURAL RUBBER INTO UNITED STATES IN 19° 


There are only two factors to be considered in arriving at an estimate of 
natural rubber imports into the United States—these are world production d 
foreign consumption 
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Obviously the difference between these two figures is rubber available to the 
United States, and now that “free stocks” * have been reduced to the vicinity of 
700,000 tons there is nothing but new rubber production to draw on. 

It might be possible to squeeze 50,000 or 100,000 tons out of “free stocks” but 
it would require very active bidding. A glance at chart I will demonstrate that 
United States imports are correlated with world production less foreign 
consumption, 


wv 
g 
2 
3 
oa 
a 
z 
= 
5 
3 
= 


3 MONTHS MOVING AVERAGES 


LINE A— WORLD NATURAL RUBBER PRODUCTION 
LESS FOREIGN CONSUMPTION 


LINE B — NATURAL RUBBER IMPORTS INTO U. S. A. 


1947 1948 1949 


*Total world stocks exclusive of security stockpiles. 
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WORLD PRODUCTION 


World production of natural rubber is shown graphically on chart II. Under 
the impetus of rising prices the monthly level has been gaining rapidly and 
reached 170,000 in August 1950, the latest figure recorded. 

The two principal components of world production are Malayan and Indo- 
nesian production. These curves are also shown on chart II. Since present 
prices are highly profitable to all classes of producers, it is reasonable to suppose 
that every effort will be made to maintain and even increase output. 

The estimate of 155,000 tons new rubber per month, except during the first 
quarter of 1951, which is reduced 20,000 tons for “wintering,” seems conservative. 


CHART It 
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NATURAL RUBBER PRODUCTION 


(THOUSAND LONG TONS) 
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FOREIGN CONSUMPTION 


Consumption of rubber outside the United States has been rising rapidly since 
the end of the war. Chart III shows the long-term trend of actual tonnage 
through 1949, partly estimated for 1950, and 1951 through 1953, as forecast by 
the International Rubber Study Group in May 1950. The Study Group’s esti- 
mate of foreign rubber consumption (excluding synthetic) was 865,000 tons in 
1950 and 910,000 tons in 1951. 

The 1950 actual to date is very close to the estimate but it is believed safer to 
raise the figure for the balance of 1950 and through 1951 due to improved eco- 
nomie conditions abroad and the possibility of some strategic stockpiling by 
foreign governments. Foreign natural consumption is therefore estimated at 
80,000 tons per month from here on through 1951. 


FOREIGN RUBBER CONSUMPTION 


(THOUSANDS OF LONG TONS) 


CHART iil 


1910 
AVAILABLE TO UNITED STATES 


The resulting availability of rubber to the United States is 155,000 less 80,000 
or 75,000 tons per month. The 20,000 drop in production in the first quarter of 
1951 might be picked up from free stocks. 
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The conservatism of this estimate rests on the moderation of the production 
figure and the maximizing of the foreign consumption figure. It is noteworthy 
that the Rubber Study Group estimated 1951 production at 1,700,000 tons last 
May when the price was only 25 cents and only 9.4 percent has been added to 
that figure in this forecast with the price now 60 cents. 

United States imports should approximate the projection of line A shown as a 
dotted line on chart I. 

APPENDIx B 


Estimated tire manufacturers’ shipments and production—Civilian 


[In thousands] 











Shipments | 
Inven 
Vehiel 
tory Produc mI rae 
Original Rep] change tion } * au 
equip - my I xport otal + OF ‘ 
Lit A 
ment ; 
PASSENGER CASINGS p 
1950: cars 
First quarter ! &, 133 7, 666 129 15, G28 +1. 593 ! 2] 1, 347 
Second quarter ! &, 998 13, 367 15} 22, 516 1.337 21,179 1, 78 
Third quarter 10, 100 15, 440 140 25. 680 -5 ORO 20, 600 1, 875 
Fourth quarter 8, 785 &, 55 130 17, 500 17, 500 627 
1950 36, O16 45, O58 A) 81, 624 4.824 76, 800 6, 600 
1951: 
First quarter 8, 150 9, 000 125 17, 275 +2. 500 19, 775 1, 500 
Second quarter 8, 150 12, 000 125 20, 275 + ARO 20), B55 1. 500 
Third quarter 6, 600 12, 000 125 » 725 18, 725 1, 200 
Fourth quarter ; 5, 600 8, 700 125 14, 425 +1. 000 15, 425 1, 000 
1951 _. 28, 5O0 41.700 AM 70, 700 +-4. ONO 74 780 24) 
TRUCK AND BUS CASINGS 
1950: Truck 
First quarter ! 1, 047 , asl 193 3, 021 323 3, 344 2G 
Second quarter ! 1, 164 2, 423 18 3,772 229 3, 543 ( 
Third quarter 1, 230 2, 80 175 4, 210 x10 3, 400 ( 
Fourth quarter 1, 086 , 744 170 3, 000 3 O00 } 
1950 | 4,527 8, 753 723 14. 003 716 13,287 | 7 
1951 ‘ 
First quarter 1,090 1, 900 17 3, 165 +400 if} 32 
Second quarter 1, 090 2, 200 17 3, 465 + 200 HAS 2. 
Third quarter 1,010 2, 400 175 3, ARE ISS 31) 
Fourth quarter... 1,010 1, 800 175 2, O85 +13 120 500) 
1951 are 2) ae 0M) ea Oo .. 200 7 13, 98 1, 25 
FARM TRACTOR AND : 
IMPLEMENT——-LARGE 
1950 
First quarter ! 320 132 13 16 +1 478 
Second quarter ! 306 134 14 454 +- ON 482 
Third quarter 240 149 14 4() 51 352 
Fourth quarter 228 108 12 348 18 30) 
eto Pees pois * 2 1, 670 on | 1,642 
1951 
First quarter 282 139 15 436 l 451 
Second quarter 261 146 16 423 6 420 
Third quarter 212 123 16 HD | ( 345 
Fourth quarter 201 105 15 , +7 
1081 ..<.. s : O56 62 1, 531 22 
FARM TRACTOR AND 
IMPLEMENT—SMALI 
1950 
First quarter 62 160 7 789 16 773 
Second quarter 690 195 ot SY 4 ‘3 5 G28 
Chird quarter 524 195 s 727 674 
Fourth quarter 1s 139 & 6 ‘ A38 
1950 » 9 7 041 ny 
1081 = 
Fir uart f 183 9 THA 
Second quarter 2 7 10 739 7 
Third quarter 134 16 10 6OY 60) 
Fourth quarts 1 149 s A 
1951 M4 OF 74 S = RO 
1 Actual 


84514—5i—pt. 1 24 
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ESTIMATED TIRE MANFUACTURERS’ PRODUCTION 


{In thousands] 


First | Second | Third | Fourth! Total, | First | Second | Third | Fourth | Total, 
quarter |quarter quarter |quarter| 1950 (quarter |quarter |quarter |quarter| 1951 


INDUSTRIAL 


Chine 
Airplane iy 38 5: 30 2 | 145 25 | 25 120 
| 
| 


Pneumatic 223 d j 310 | 266 | 1,100 | 7 274 236 1, 028 
Solids 31 d | 320 289 1, 292 | 316 | 309 | 1, 250 
Camelback  (mil- } | 

| 


lion¥pounds) 148 


APPENDIx C 


Calculations of rubber requirements for civilian transportation production 


YEAR 1951 


Unit | Natural |Longtons| Produc- | New rubber 


weight, | rubber | per 1,000| tion — ——-———— 


nounds | factor units units , r 
po - Natural | Synthetic 


Casings: 
Passenger: 
Through 7.10—.50 
Over 7.10-6.50_- 


Total passenger 


Truck 
7.50 and under. -- 
8.25 through 9.00 
10.00 through 12.00 
Over 12.00 


oNuwnme 


Total truck....-- 35. 5 | 5. § 13, 935 
Tractor-implement ’ 5 | 21 | 26 4, 235 
Industrial-pneumatic_--.-_-. 3.§ 33 | 1, 028 | 
Airplane. - 26.23 | | j 120 
Solids pe | 3.90 | ; 1, 250 
Bicycle 
Camelback 
Repair materials 

Tubes 
Passenger 





"O-1N Se DK | 


w 


Truck: 
Up to 14.00 
14.00 and over 


Total truck 
Tractor-implement 
Industrial-pneumatic 
Airplane 
Bicycle. 





Grand total... 





Note.—Buty] extensions reduced as follows: 
117 percent. 
212 percent. 
35 percent. 
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FIRST QUARTER 1951 


New rubber 
Production 
units 


Total Natural Synthetic 


Casings: 
Passenger 
Through 7.10-6.50 ae an | 16, 809 
Over 7.10-6.50 SEIS 2, 966 | 


Total passenger 


Truck 
7.50 and under 
8.25 through 9.00 
10.00 through 12.00 
Over 12.00...... 


~~“ Ww 


Total truck. ._- 
Tractor-implement 
Industrial-pneumatic 
Airplane 
Solids 
Bicycle... 

Camelback-. 

Repair materials 
Tubes 

Passenger 


SAONmaor 


wm Co bo 


Truck 
Up to 14.00 
14.00 and over 


Total truck 
Tractor-implement 
Industrial-pneumatic 
Airplane - - 

Bicycle 


Grand total 
SECOND QUARTER 1951 


New rubber 
Production 
units 
rotal Natural 


sings 
Passenger 
Through 7.10-6.50 17, 72 
Over 7.10-6.50 3, 128 


Total passenger ‘ 20, 855 


Truck 
7.50 and under 1, 989 
8.25 through 9.00 1, 005 
10.00 through 12.00 670 
Over 12.00 51 


Total truck 3, 665 
Tractor-implement 1, 161 
Industrial-pneumatic 27 
Airplane... a ! 40 | 
Solids ase ; 316 
Bicycle 
Camelback.. 35 | 
Repair materials 


ubes: 
Passenger 
Truck: 
Up to 14.00 
14.00 and over 


Total truck 
Tractor-implement 
Industrial-pneumatic 
Airplane 
Bicyel 


Grand total 
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| New rubber 
Production a 
units 


Total Natural | Synthet 


Casings 
Passenger 
lhrough 7.10-6.50 
Over 7.10-6.50 


rotal passenger 


Truck 
7.50 and under 
8.25 through 9.00 
10.00 through 12.00 
Over 12.00 


Total truck 
Tractor-implement 
Industrial-pneumatic 
Airplane 
Solids 
Bicycle 
Camelback 
Repair materials 


Tubes 
Passenger - ini was 5, 694 
Truck 
Up to 14.00 2, 666 
14.00 and over 17 


Total truck - -- 2, 682 
Tractor-implement S67 
Industrial-pneumatic 244 
Airplane 16 
Bicycle 


Grand total 





FOURTH QUARTER, 1951 


New rubber 
Production 
units 


Total Natural Syntheti 





Casings: 
Passenger 
Phrough 7.10-6.50- 
Over 7.10-6.50__ 


Total, passenger 


rruck: 
7.50 and under 
8.25 through 9.00 
10.00 through 12.00 
Over 12.00 


Total, truck 
Tractor-implement 
Industrial-pneumatic.. 
Airplane 
Solids 
Bic ycle 
Camelback 
Repair materials 


Tubes: 
Passenger 
rruck 
Up to 14.06 
14.00 and over 


Potal, truck 
lractor-implement 7 sith 
Industrial pneumatic. 36 ; . 06 
Airplane ; L: 7 04 
Bicyol 5 02 


65. 10 
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APPENDIx D 


Estimated new rubber position, 1951—Basis of adequate quality—Present service 
conditions 


{Thousands of long tons} 


Requirements 


A vail- 
ible 


Crans- Non- 
supply in on 


porta- transpor 
tion tation 


Total 
civilian 


otal rubber 
First quartet f 104.0 
Second quarte ; ” 108.0 
Third quarter 7 ‘ 100. 0 


Fourth quarts 7 2 87 


1951 
Percent 


Natural 
First quarter 
Second quarté 
rhird quarter 
Fourth quarte 


1951 
Percent 


rotal synthetic 
First quarter 
Second quarts 
Third quarter 
Fourth quarter 


1951 


juarter 
nd quarte 


1 quart 


1 quarte 


juarter 
juarter 
ourth quarts 


1 75,000 tons natural latex 


s Hi-Styrene per quarte 


ExHIBIT C 


BETHESDA 14, MD., Februar 
Mr. CHARLES E. WILSON, 
Vobilization Director, Washinaton, D. C 


DEAR Mr. WILSON: I wish to thank you for the time that you gave me to out 
line the merits of the “Capacity” basis of administering material limitation orders 
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and in the allocation of materials which may be in short supply. The gracious 
ness and comprehensive understanding that you accorded me during my review 
of the basic points of the program which I had instituted in rubber was very 
gratifying. 

I would like to reiterate that my basic policy as regards rubber has, and alway 
will be, the national security of this country. I am convinced that the sustenanc 
on a parity basis, of the skilled work force of the entire rubber industry is basi 
to national defense. This conviction leaves me unalterably opposed to the us: 
of any base period which does not represent capacity. 

The capacity basis allows the equitable distribution of short-supply materia! 
throughout all segments of an industry by the simply application of whatever 
percentage might be required to attain the desired end result. This avoids wu 
necessary hardship between small, medium, and large companies and permits th: 
intelligent handling of practically all problems that may arise in an industry 
This also induces interest on the part of all companies alike in military orde: 
so as to secure increased allocations and increase the workweek accordingly. 

It has come to me since I talked to you yesterday that NPA officials are saying 
that the reason why I had to be let go was that I was too good a fellow and 
that I had given away more rubber than we had. This simply illustrates th: 
apparent lack of comprehension of the Rubber Division's responsibilities under 
section 701 of the Defense Act of 1950 and the long arduous task that was i! 
volved in taking the kinks out of the base period that had been thrust at me t: 
administer with a starting staff of only 12 people. 

My program was cleared with existing top staff before the organization 0! 
NPA and with the Director of the Materials Division in the NSRB. It was my 
avowed purpose to establish a parity level and then apply a percentage cut-bac! 
such as the 16 percent that was applied to the adjusted base period in November 
and December. As I showed you yesterday, this plan successfully brought con 
sumption down to the desired levels for both civilian and military consumptio! 
in November and December. 

If the above information is of any value to you in your work, I consider it 
sreat pleasure to have been of some assistance to you. 

Thanking you again, I remain, 

Very truly yours, 
EARL W. GLEN. 


Exuisir D 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., February 27, 1951. 
Mr. Ear. W. GLEN, 
Bethesda 14, Maryland. 


Dear Mr. GLEN: Thank you for your letter of February 9, in which you brought 
to my attention again the basic policy that vou followed in connection with rub- 
ber and its importance to the national security of our country. 

| appreciated your visit with me and am sure that I understand more thor 
oughly the matters which we were discussing as a result of our meeting. 

Best wishes. 

Sincerely, 
CHARLES E. WILSON. 


EXxHIsit E 


BETHESDA, 14, Mp., February 49, 1951. 
Mr. CHARLES E. WILSON, 


Director of Defense Mobilization, Washington, D. C. 


Drar Mr. Witson: It has come to me that Mr. Leland Spencer, my successor 
as Director of the Rubber Division of the National Production Authority, intends 
this week without the formality of a discussion with the Rubber Industry Ad 
visory Committee of the NPA, to discard the “capacity” basis that I had estab 
lished and institute the unadjusted base-period of the year ending June 30, 1950, 
for all consumers of rubber. 

This high-handed method ignores the principles outlined in section 709 of the 
Defense Production Act of 1950 and vitiates all that was done to assist smal! 
business under my administration of the act as regards section 701 of it. 
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If this procedure goes on unabated many small companies and some not so 
small will be thrust back to a nonparity work week that will make their position 
most untenable as compared to those companies that enjoyed the record boom 
in automobile production during the first 6 months of 1950. This would peril 
the defense effort by causing an untold loss of skilled labor plus the attendant 
economic loss to such companies. 

I trust that you still agree that this is the wrong way to mobilize as we agreed 
at the time of our interview. Thanking you again and at your service, 

Sincerely yours, 
EArt W. GLEN. 


Exuipir F 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, March 7, 1951. 
Mr. Ear G. GLEN, 
Bethesda 14, Md. 

Dear Mr. GLEN: Thank you for your letter of February 19, in which you advise 
me about the decision that is being made in the Rubber Division of the National 
Production Authority. 

I appreciate your advising me in this instance and recall our conversation on 
this matter. 

Sincerely, 
CHARLES E. WILSON. 


ExHIBit G 


SEPTEMBER 20, 1950 
The Honorable Hartey Hise, 
Chairman of the Board of Reconstruction Finance Corporation, 
Washington 25, D.C. 
(Subject: McCreary Tire & Rubber Co., GRS requirements. ) 

DEAR Mr. CHAIRMAN: Analysis and review by this Department of the manu 
facturing hardship of the subject company in the operation of its new camelback 
facilities justifies a prompt adjustment of its allowance of GR-S from RFC 
production, 

This is a truly small company in the rubber industry. It should not be denied 
its material requirements on the premise that it has no base period. Its invest- 
ment in camelback producing facilities and in training personnel to operate this 
equipment leaves it in a position of extreme hardship in comparison with other 
companies in the camelback business. 

The hardship of this company will be particularly acute if it is placed in a 
position of being unable to operate its facilities during this particular season of 
the year when camelback suppliers normally produce the new type nonskid recap 
stocks for use in winter weather. 

According to my information, the Office of Rubber Reserve has made an allow 
ance of 100,000 pounds monthly to the McCreary Co. for camelback purposes. 
Mr. McCreary states that he needs approximately 438,000 pounds per month 
n order to operate his camelback facilities at a 40-hour week with two shifts. I 
recommend that the Office of Rubber Reserve provide as much as possible of the 
additional 338,600 pounds required by this company to establish it on a fair basis 
with other camelback producers. In making this recommendation I am aware 
that the Office of Rubber Reserve is carrying on an excellent job of distribution 
of available synthetic rubber without the necessity of formal controls. 

This is, I believe, a meritorious case requiring adjustment and I hope that 
the Office of Rubber Reserve will be able promptly to accommodate the needs of 
the McCreary Tire & Rubber Co. 

Sincerely yours, 
CHARLES SAWYER, 
Necreta uv of Commerce, 
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Exuisit H 


THE SECRETARY OF COMMERCE, 
Washington, 25, September 29, 1950. 
The Honorable JoHN P. SAyYLor, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN SAYLOR: I am enclosing a copy of my letter of September 
20 to the Chairman of the Reconstruction Finance Corporation regarding the 
GR-S requirements of the McCreary Tire & Rubber Co. 

The President has delegated me the authority to allocate synthetic rubber 
under both the Rubber Act and the Defense Production Act. The situation with 
respect to the deliveries of synthetic rubber to the McCreary Tire & Rubber 
Co., is one of the reasons, among a number of other similar cases, that I have 
decided to allocate directly all synthetic rubber to consumers. Through this 
direct allocation we shall endeavor to provide for the needs of small business 
in an equitable manner. 

Yours sincerely, 


Secretary of Commerce. 


APPENDIX E 


Percentage of natural rubber for adequate quality under present service conditions 


| Maximum 
natural 
rubber per- 
cent in any 
individual 
tire 


Average | 
percent 
natural 

rubber in 
group 


| 
| 
| 


(2) 


CASINGS 
2 Percent 
Through 7.10 and 6.50 at 
Over 7.10 and 6.50 
Truck 
7.50 and under 
8.25 through 9.00 
10.00 through 12.00 
Over 12.00 
Tractor-implement 
Industrial pneumatic 
Airplane 
Solids 
sicycle 
Camelback 


Repair material 


ssenger 


ruck 


Up to 14.00 


14.00 and over 
Tractor-implement 
Industrial pneumatic 
Airplane 
Bicycle 


No restriction in actual use of total natural rubber as so determined, within 


the product classifications—except that individual sizes are restricted by per- 


centages in column 2. 


During the last 7 months, the National Production Authority has 
applied rubber industry controls one step at a time. In some cases 
they followed the recommendations made by the industry advisers. 
In other cases they made the controls tigher than recommended. 
Also, they applied some controls not recommended by industry. 

Now, although industry always finds controls irksome at. best. 
rubber has gone a long way under controls toward getting ready 
for war, and it is time for both NPA and the rubber industry to 
forget their diiferences and to unite in a reexamination of the over 
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all purpose of the program in the light of the present rubber 
situation. 

As I see it, the job of getting rubber ready for war involves three 
duties to the American people : 

1. Our duty to build and maintain an adequate natural rubber 
stoc kpile, and to get our synthetic rubber plants running at capacity. 

. Our duty to keep the Nation supplied with military and essen 
tial civilian rubber products. 

5. Our duty to keep rubber production in high gear so that both 
employees and machines will be ready for all-out military produc- 
tion at a moment s notice. 

I believe the rubber program has just about completed its first 
duty to the American people. At least we are close Sead so that 
we no longer need to rush it at the expense of failing in our other 
two duties. 

Data on military and stockpiling requirements are restricted, but 
reasonable estimates on a broad basis are possible. 

I believe that approximately 1,000,000 tons of new rubber a year 
we used an average of 588,000 tons a year in World War II—would 
be enough for a 5-year emergency if it started now. This assumes 
gas rationing, driving restric tions, no new-car production—measures 
which would cut down consumption of civilian products. 

Of the million tons, about 165,000 tons should be natural rubber 
for adequate quality under wartime conditions. 

Synthetic rubber would make up the remainder of 835,000 tons. 
This would require about 70,000 tons a month—a rate which the 
plants e xpect to reach by June this year. 

For five years the natural rubber requirements on this basis would 
be BPH O00 tons, 

Our own studies of published statistics indicate that we now have 
about 825,000 tons available, if we count the rubber afloat, in the 
stockpile, and in manufacturers’ inventories. We can safely include 
the latter because. if and when war breaks out, these stocks would 
be frozen immediately and would become a part of the rubber we 
would have for use during the emergency. 

Furthermore, even in a global war, we could count on getting 30,000 
to 50,000 tons of natural rubber each year from Liberia and other 
areas outside southeast Asia. 

We should also remember that our stockpiling requirements go down 
each month as we make military products from current receipts. 

So we can see the Government’s rubber stockpiling job is well 
hand. 

There is no rubber shortage today. We expect that total rubber, 
natural and synthetic, available to the United States in 1951 will be 
1,725,000 tons. This is 20 percent more than the industry can process 
when operating at capacity, and 37 percent more than the industry 
ever used. 

At present, synthetic rubber is being turned out at the rate of about 
60,000 tons a month and, as we said, by June should equal 70,000 tons 
a month, Synthetic-rubber capacity of all types is about 80,000 
tons a month, and several possibilities of expansion in existing plants 
are now being considered jointly by Government and industry. 

[ am glad to see that our country is in such a good position with 
respect to rubber supply. I am happy that the first of the three 
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duties of Government and the rubber industry to the American peop| 
has been virtually completed. 

Now is the time to turn more of our attention to our other tw: 
very important duties. These other two duties have had to be ne 
glected while we conc entrated on the stockpile. 

Our second duty is to keep the Nation supplied with essentia 
rubber products. This is another stockpile we must keep built uj 
if we want to keep rubber ready for war. Otherwise, if war comes, 
we shall be faced with the double problem of building up the output 
of essential home-front products at the very time we shall need to 
take on a heavier load of military production. 

We need more than a million tons of rubber on wheels at all times 
to keep our vital motor-transportation system working efficiently. 
And we cannot do the job right without a spare tire for every essential! 
vehicle. 

According to latest estimates of industry economists, there will! 
be a shortage of 1.3 million truck tires for 1951. The shortage of 
passenger-car replacement tires is estimated at 5.9 million. 

We also need to maintain normal inventories of rubber products. 
‘This we have not done. Take tires, for example. Matvednetupers 
truck-tire inventories dropped from 1,775,000 units at the end of 
June 1950 to 800,000 at the end of February 1951, a decrease of about 
55 pecent. For passenger-car tires, the comparable reduction has 
been from 8,987,000 to 2,507,000, or a decline of 72 percent. 

All we know about dealer inventories indicates a similar critical 
condition there. 

This inventory depletion may well be the most serious factor in 
the rubber situation. If the increase in military requirements just 
ahead is as big as we are led to believe, we may soon be facing a new 
and more serious problem with machine capacity—not because we do 
not have enough facilities, but because we have not run them. 

In World War II time and again we would cut production to save 
rubber, and then later have to expand production to make up deficits. 
Then we had no choice. We did not have synthetic rubber. Today 
we have no excuse. 

If an emergency comes, our stockpile of essential products in the 
hands of dealers and consumers will be our greatest asset. This 
stockpile not only contains processed materials, but also man-hours, 
machine-hours, and transportation to the point of use. 

Speaking of essential products, I doubt that many of us realize 
just how essential passenger car tires are. Of the 40 million motor- 
cars on the road today, 95 percent are used for necessity driving at 
one time or another. Furthermore, 77 percent of all motorcar trips 
are a necessity. And 2,514 cities in this country with a population of 
more than 12 million people are completely dependent on motorcar 
travel, because they have no form of mass transportation. 

Our third duty to the American people in getting ready for possible 
war is to keep rubber production in high gear. We must keep a full 
and well-trained labor force at all rubber manufacturing plants 
throughout the country. 

We are not carrying out that duty at the present time. Controls 
on the use of rubber have caused serious lay-offs and production cut- 
backs throughout the industry. Since last November, our own com- 
pany alone has had to lay off 2.500, or 1 in every 6 of our wage 
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employees in tire plants. This represents a wage loss of $876,000 a 
month. We have had to cut back tire production by 23 percent. 

In other words, we feel that our rubber program has done a good 
job in building up the stockpile, and we are now in sight of our syn- 
thetic rubber objec tive; but we believe it has not yet done the job of 
maintaining a strong home front, ready and able to take on the task 
of all-out war produc tion on short notice. 

That job calls for doing away with all possible controls. It calls 
for restoring rubber to the men who know rubber—who know how to 
grow it, make it, process it, and distribute it under competitive con- 
ditions which force each manufacturer to strive to give the customer 
the most for his money. 

Now that the stockpile is in good shape, it is just as much the job 
of NPA to decontrol rubber as it was to control it while the stockpile 
was being built. I see no reason at this time for a controlled ma- 
terials plan for the rubber industry. 

Rubber manufacturers want to compete for customer business 
rather than for Government favor. I say this because I believe so 
devoutly in free, competitive enterprise—and not because our own 
company has failed to obtain its historical share of rubber under the 
rubber program. 

Since allocation began last September, United States Rubber Co.’s 
percentage of industry consumption of new rubber has been lower 
than for any peacetime year in the last decade. 

More freedom and less control—for the good of the country, for 
the good of our industry. That is my plea, gentlemen. Therefore, 
I respectfully recommend that the National Production Authority 
ti ~ the following four steps in that direction : 

Remove all limits on the total amounts of natural and synthetic 
sahion to be used in essential civilian products—as defined by the 
M-2 order—so that the industry can meet the demand for these prod- 
ucts. With a maximum industry capacity of 120,000 tons per month, 
and 70,000 tons of synthetic rubber available, consumption of natural 
rubber could not exceed 50,000 tons a month, leaving about 25,000 
tons of natural for the stockpile, if wanted. 

2. Revise present specification controls to increase the amounts of 
natural rubber allowed in tires to the levels recommended by the 
rubber industry’s technical committee last January and thus return 
to industry the complete responsibility for quality. 

Discontinue limits on finished goods inventories. 

Return to private industry the buying of natural rubber for 
industry use. While Government may wish to add to the stockpile 
from time to time for extra insurance, it should not enter into any 
agreement with foreign countries for the purchase of natural rubber. 

We believe that these actions by the NPA will produce the follow- 
ing desired results : 

Halt the loss of skilled employees. 

2. Insure adequate production of essential rubber products of good 
quality. 

3. Eliminate scare buying and reduce the pressure to consume new 
rubber. 

t. Lower the price of natural rubber 

5. Increase the consumer stockpile of good-quality products and 
leave more machine capacity for military production when needed. 
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6. Permit each manufacturer to plan for increased military pro- 

—_ according to his own capacity problems. 
Eliminate industry strife over material allocations. 

in short, we believe the program we have outlined will enable the 
rubber industry and the Government to fulfill their duties to the 
American people. 

Senator Gitterre. A very concise and constructive statement, Mr. 
Humphreys. It contains much food for thought. 

Counsel has some questions. 

Mr. Suaver. With regard to your page 2, I would like you to 
give some further information on the recommendations made by in- 
dustry advisers where some controls were recommended by industry 
and applied, and some were not applied as recommended by industry. 

Mr. Humpureys. The first discussion last fall had to do with im- 
posing controls on the industry for 4 months; September through De- 
cember, during which period of time a stockpile of natural rubber 
was to be accumulated. 

Industry and Government were together on that and there was com- 
plete accord. In that period of time a base period was selected as being 
fair, insofar as possible, to all the rubber manufacturers concerned. 

Mr. Saaver. Excuse me for interrupting, but was that base period 
deemed to be fair to all segments of the rubber industry ? 

Mr. Humpwreys. Yes: under the circumstances it was agreed that 
it would be fair, subject to the allowance of certain appeals for hard- 
ship due to inequities occurring in that base period. 

Mr. Suaver. There were specific discussions with regard to the pro- 
visions to be made and for allowing appeals based on hardship cases ? 

Mr. Humenreys. That is right; ves, sir. That base period was ac- 
cepted with that understanding. 

As time went on and synthetic rubber did not come up to expecta- 
tions and natural rubber did not come in as fast as expected, that 
period of 4 months was extended. That was a tighter control than 
industry first proposed. 

We have gone along with that willingly, let us say, because we were 
still in the course of accumulating that natural rubber stockpile, the 
No. 1 objective. 

Now that we have come to that point, in my opinion, I think now is 
the time to decontrol to the extent I propose here. 

Mr. Suaver. What controls were applied upon which you did not 
recommend or were not given opportunity to recommend ¢ 

Mr. Humenreys. The control on the quantity of natural rubber in 
tires was one thing not agreed upon, which I mentioned should be 
changed. 

The discussion between the technical committees of the various seg- 
ments of the rubber industry and the NPA, I think the technical com- 
mittee recommendations were accepted in all cases except on tires 
and on tires the natural rubber content was cut below what the tech- 
nical committee of the industrv recommended. That was a tighter 
control, 

Mr. Suaver. I noticed yesterday, Mr. Humphreys, that your com- 
pany was represented on the Advisory Committee. I wonder whether 
you were called in for any discussion whatever with regard to the 
criteria which fin since been established as a basis for allowing 
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Mr. Humeureys. Personally, I was not on that Advisory Com- 
mittee at the start of its deliberations last fall. I came on later. 
However, an alternate for the Chairman of our Board, whom I suc- 
ceeded on the committee, Mr. Tisdale, was there, and he was in on 
those discussions. 

I do not know from his discussion with me whether he objected 
to any of the criteria. I think in the sense of the base period and the 
allowances for appeal that Mr. Tisdale was in accord with the criteria 
selected ¢ 

Mr. Suaver. He actually was present / 

Mr. Humrnreys. He was present at all the meetings at which I 
was not present, and some meetings where I was present when I later 
came on the Advisory Committee. 

Mr. Suaver. I think that is one thing this committee should arrive 
at finally because we had testimony yesterday from the representatives 
of the Government agencies to the effect that there was no one present, 
or there was no Advisory Committee meeting held prior to the formu- 
lation of these criteria. 

Mr. Humeureys. If that is so, 1 am wrong in my statement, I do 
not know about it personally. I was not there. I was not a member 
of the committee so I would not have been called. 

Mr. SHaver. Apparently some members of your staff here are 
familiar with that. 

Mr. Humpnreys. May I ask them / 

Mr. Suaver. Surely. 

Mr. Jonnson. It is my best judment those were not discussed with 
the industry in advance. I believe that to be a fact. 

Mr. Suaver. The first job you say we should take on is to get our 
synthetic rubber plants operating at capacity. What can responsible 
Government agencies do to get that capacity in the immediate future / 

Mr. Humpureys. First is to get the raw materials, butadiene and 
styrene. Beyond that, there are certain other things that can be done. 
That is, within the plant; changes of the equipment, and so forth. 
Not building new plants, but using the existing plants and using the 
equipment more efficiently, perhaps, but adding a small amount more 
of equipment so that within the same plants that we now are operat- 
ing or that Uncle Sam is operating, another 50,000 to 100,000 tons 
of synthetic rubber might be produced, and also to give serious con- 
sideration to the General and Goodyear type of extender of synthetic 
rubber. 

Mr. Suaver. In other words, they should study carefully the pro- 
posals various companies have made with regard to improving syn- 
thetic rubber and thereby increasing the output ? 

Mr. Humenreys. That is right, sir. 

Mr. Suaver. Now, at page 4 I am very glad to see you say that 
there is no rubber shortage today. However, we have had consider- 
able testimony before this committee that any number of small rubber 
companies cannot get that quantity of rubber which they need to even 
break even. How can you justify those two lines of reasoning? 

Mr. Humrureys. I am pointing out, sir, that the manufacture of 
synthetic rubber in this country and the receipt of new rubber from 
foreign sources is far more than the industry can consume. The 
shortage is caused by the Government withholding it from the manu- 
facturer and doling it out to the manufacturers. 
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Mr. Suaver. What is your personal opinion then, Mr. Humphreys, 
of one agency operating the plants, another agency allocating the 
rubber, and a third agency purchasing it ? 

Mr. Humrureys. It does not make for efficient operation, Mr. 
Shaver, to have your authorities divided up three ways. I agree 
with that. 

Mr. Saver. Do you have any ideas or opinions ? 

Mr. Humrureys. I would have some decided opinions, but I am 
proposing that we decontrol. 

Mr. Suaver. If we decontrol, Mr. Humphreys, we have one agency 
which is going to operate the plants, and another one which ap- 
parently would continue the purchase of rubber, although I think you 
recommended that be changed. 

Mr. Humpnreys. I recommend that industry buy its own rubber 
for its own consumption. Now, the Government itself might choose 
to be a buyer in the market, but not buy all rubber for all consumption. 

Mr. Suaver. Does your company operate as a purchasing agent 
for the Government ? 

Mr. Humeureys. Not directly. We do not have a Singapore buy- 
ing office as do some of our competitors, but we work through an agent 
out there. We produce rubber in Malaya and Sumatra. 

Mr. Suaver. Do you purchase any rubber in foreign markets for 
your own subsidiaries abroad ¢ 

Mr. Humenreys. Oh, ves. We have very few, but we do that. 

Mr. Suaver. You purchase some for your subsidiaries and in some 
conditions for the Government, is that correct ¢ 

Mr. Humpeureys. We are helping the United States Government 
acquire rubber here, that is true. We have subsidiaries in Cuba, 
Mexico, and Colombia, where we buy rubber locally. 

Mr. Suaver. Now, at page & of your prepared statement, Mr. 
Humphreys, I have one question on your passenger car tires. Do you 
mean comparable reduction has been from 8 million, roughly, to 
5 million, roughly, in inventory? Is that what you mean? | 

Mr. Humpureys. Yes, sir. 

Mr. Suaver. In other words, the tire industry has, to the best of 
your knowledge, that much in inventory, that many tires? 

Mr. Humeureys. That is true. 

Mr. Suaver. Then the testimony we have heard before this com- 
mittee to the effect that tires are actually shipped hot from the in- 
dustry to the car manufacturers is not in all cases quite true, is it? 

Mr. Humeureys. Tires are shipped hot to the car manufacturers, 
yes. These inventories are replacement tires. 

Mr. Suaver. You use this inventory for replacements? 

Mr. Humpnureys. Yes. When you have a number of buyers through- 
out the United States of America, you must have inventories ware- 
housed at a great number of points and you cannot give service unless 
you have them near the point of use. 

Mr. Suaver. Is that figure for all those engaged in the replacement 
tire business 2,507,000 ? 

Mr. Humpnreys. Yes. 

Mr. Suaver. At page six I have one or two questions there, at the 
bottom of the page. You stated you have had to lay off 2,500 and that 
represents a loss of $876,000 a month in wages. I am just trying to get 
some reason for the analysis between not only this operation in your 
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plant, but to the complete breakdown and in some instances actual 
bankruptcy from the standpoint of the small rubber industry 

Bear in mind, Mr. Humphreys, that in 1950, on the figures we have 
available, your company made the greatest profit in its history. 

Mr. Humpnreys. That is true. 

Mr. Suaver. In spite of that progress, you report the lay-off 2,500 
employees ? 

Mr. Humeureys. Yes. 

Mr. Suaver. I assume that you could not get rubber to operate at 
full capacity, is that correct ? 

Mr. Humenreys. That is true. 

Mr. Suaver. Had you gotten that rubber, you could project your 
profit also to even greater than that whieh you actually made? 

Mr. Humpureys. May I digress for a moment, Mr. Shaver? 

Mr. Suaver. Yes. 

Mr. Humpureys. Profit is incidental to serving your customers and 
meeting the demands of your customers. That is what we want to do. 
We want the rubber to meet the demands of the American people. 
As we meet those demands and do a good job, we might make some 
profit out of it, but profit is not there necessarily the only thing that 
(lrives us on. 

Mr. Suaver. I agree, but is it not a fair assumption that where the 
Government is in control the small rubber man should be given the 
opportunity to stay in business ¢ 

Mr. Humpnreys. He should, yes. He should by removing the con- 
trols so he can use the rubber to satisfy his customers too. I am asking 
that you return competition to the industry. 

Mr. Suaver. I appreciate that, Mr. Humphreys. 

Would there not be some reason for the disparity bet ween the profits 
made by some companies on one hand and the actual enforced bank- 
ruptey of some of the small rubber companies on the other hand ? 

Mr. Humenureys. Well, no company should be allowed to go bank- 
rupt if they have the efficiency of operations and the customers and 
they can get the raw materials. 

Mr. Suaver. You say if they could get the raw materials? 

Mr. Humrnreys. Yes. 

Mr. Suaver. You and I are in complete agreement there. 

Mr. Humrureys. Yes. 

As to the profits, if you want some figures on profit, I have them 
here, Mr. Shaver. 

Mr. Suaver. All right. 

Mr. Humeureys. I will give you sales too. 

The profits of the Big Four, if you choose to call them that, 72 per- 
cent increase in 1950 over 1949. That is a big increase. It represents 
a large volume of business. 

Now, I have some smaller companies here. I have five companies. 
Two of them have gone from losses to profits, so it is infinity as far 
as the measure of increase in profits is concerned, but to take the total 
of those companies, 675 percent increase in profits in 1950 over 1949. 

Mr. Suaver. Specifically how many of those companies do you have 
there ? 

Mr. Humpnreys. General, Armstrong, Dayton, Lee and Seiberling. 

Mr. Suaver. And Armstrong, as we brought out yesterday, is not 
ompletely an independently owned organization. 
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Mr. Humpnreys. I think that is true. 

Mr. Suaver. What we are concerned about, Mr. Humphreys, is not 
General, Lee, Armstrong, Dayton and Seiberling; we are concerned 
about the little man in the country. : 

Mr. Humeureys. Soam I. So am I. 

Mr. Suaver. I appreciate that. What we are trying to do is see 
that he gets enough rubber to operate at a break-even point at least. 

We are told in some instances that this may last for a period of 
10 years. What is going to be his plight at the end of 10 years if 
he is operating at a loss today Q 

Mr. Humenreys. His plight would be deplorable and it is unneces- 
sary. We have the rubber to give to him so that he need not be in 
that condition. 

Mr. Suaver. I am trying to find out how we can get that rubber 
to him so he can operate. 

Mr. Humrnrrys. Stop the allocation of rubber and open-end this 
situation so he can get all the rubber he needs for the essential rubber 
products as defined in M-2. Keep the controls to that extent and give 
him all the rubber, natural and synthetic, that he needs to supply. his 
customers’ demands. We have the rubber to give to him. Do it im- 
mediately, sir. 

Mr. Suaver. What can we do today to help him? He cannot wait 
until June or July or August. 

Mr. Humenreys. We need not wait that long, Mr. Shaver. We 
could do this tomorrow. Controls are easy to throw off if you have 
the mind to. 

Senator Tyr. How could we do that tomorrow ? 

Mr. Humpureys. How could we do it tomorrow / 

Senator Ture. Yes. 

This is the question that occurs to me, and I am absolutely sincere 
about it: How could we do that tomorrow, and do we have sufficient 
rubber to meet every processor’s demands and every manufacturer’s 
demands, and put a necessary amount into stockpiling that will assure 
us that our defense program will have an adequate supply of rubber / 

Mr. Humenreys. Yes, Senator. There is no shortage of rubber. 
I made that point in my prepared statement. 

Senator Tuyr. I am sorry that I was late. I have gone through 
your prepared statement to page six. Have you completed your pre- 
pared statement ¢ 

Mr. Humenreys. Yes, I have. 

May I answer you by saying that there is no shortage of rubber 
and in my opinion the stockpile of natural rubber is adequate. We 
now have more rubber than we could possible use in this country. Our 
capacity to consume rubber is not up to what we have and are con- 
tinuing to get. 

Senator Tye. Mr. Humphreys, your are president of United 
States Rubber Co. ? 

Mr. Humpnreys. That is right, sir. 

Senator Tuyr. And as president of United States Rubber Co. you 
know whereof you speak? 

Mr. Humeureys. Yes, sir. I stand by these figures, sir. 

Senator Tuyr. You say we have more than an adequate supply of 
rubber ? 
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Mr. Humpnureys. More than an adequate supply of natural rubber 
in the stockpile—not enough of rubber end-products, essential rubber 
products in dealors’ hands and distributor channels. 

Senator Tuyr. Do you mean in general in the United States wy 
have an ample supply of rubber or do you just now refer to the stock- 
pile? 

Mr. Humpnureys. The number one point I made, Senator, was that 
our first duty to the American people was to have an adequate stock- 
pile of natural rubber and synthetic rubber, or put them the other 
way around. I think our first line of defense is synthetic rubber and 
then enough natural rubber to insure quality until we get this syn- 
thetic better. 

Now, we have 70,000 tons of synthetic rubber or we will have by 
June. As we figure out—not from any secret files, but from informa- 
tion anybody can deduce and study, 825,000 tons of natural rubber are 
in the stoc kpile, on the high seas coming here, and in inventory’s hands 
because the inventory of industry is a stockpile which will be frozen 
in the event of any emergency, and that is a part of the Nation’s 
critical stockpile. 

We have enough of the natural material here to protect us against 
a 5-year emergency and we have rubber coming in at the rate of 75,000 
tons a month—natural rubber. We have the raw materials necessary 
to do the job. We do not have the inventory, and we are failing to 
meet our obligations to the people in keeping our plants running and 
our skilled employees on the job, making those things for the essential 
civilian home front. 

Senator Ture. Mr. Humphreys, let me interrupt you. How would 
you proceed if you were asked to advise those making the allocation 
to reach and give this man who only received 53 percent of any of his 
normal allocation of rubber under any of the base periods that they 
wanted to select in the history of that plant—how would you proceed 
now, to give this little fellow more than 50 percent or 70 percent of the 
rubber he has, or to increase his rubber about that 53 percent or 
70 percent ¢ 

Mr. Humrunreys. I would give him all the rubber he neeeded. 

Senator Tuyg. You would? 

Mr. Humenreys. Yes, sir. 

Senator Ture. Have you had any conversations with those who 
have the responsibility for the allocation of rubber ? 

Mr. Humeureys. Yes, sir. They do not agree with me. The main 
point of the disagreement, Senator, is the fact that the stockpile is not 
yet adequate and therefore in the interests of stockpiling more natural 
rubber we must keep on controls. 

I wish to emphasize the point that the stockpile is adequate. We 
need no longer impose these controls. 

We can free-up the rubber industry and these troubles will soon 
evaporate. Every month we get a new surge of buying in our indus- 
try because the Government lets out a headline about rubber shortage 
which does not exist. People rush out to buy things they do not 
need. 

Senator Tyr. I agree with you that the Government has talked too 
often and too much about what the 'y are going to do with a new con- 
trol measure, and what they are going to do, which takes the house- 


84514—51—pt. 1——-35 





542 RUBBER SURVEY 


wife to the corner grocery store to buy additional supplies of canned 
merchandise or groceries, or a man down to the tire shop to buy an- 
other tire. 

I frankly agree with you and I think the Government would have 
been a lot better off if they had acted and not talked about it as much 
as they have in the past. 

Possibly if we can get them to act more and talk less, we will be a lot 
better off. 

Mr. Humpnrers. The way to cause a shortage is to announce one. 

Senator Ture. I am looking at some gentlemen who may disagree 
with my words, but I have frankly seen the housewife go chasing off 
to the corner grocery store to get another pound or two of coffee be- 
cause somebody said coffee would be short. 

I have seen great baskets of canned goods going out and the grocery 
men saying, “I have never seen my shelves so bare on any market day 
as they are at the present time.” 

That was a scare psychology that was being employed when we 
said we were going to impose rationing in the near future. I think the 
time has come when we should take note of that—act more and talk 
less. 

Mr. Suaver. Mr. Humphreys, have you seen the press reports of the 
testimony given yesterday to one of the House committees to the effect 
that our stockpile requirements are not adequate ? 

Mr. Humpureys. Yes; I have seen them. I am not convinced. 
We know a thing or two about the requirements of the rubber industry 
in time of war, and all the statistics we can put together will not 
support these much higher stockpile figures. They just will not do it. 
There is no statistical background for them. 

Mr. SHaver. That is my point, Mr. Humphreys, when I say what 
can we do now? While there is this apparent disagreement between 
Government officials and industry, what can we do now to help this 
small rubber man ? 

Mr. Humeureys. The immediate thing to do is to release more 
natural rubber right away, and unwind these controls that have been 
wound up over the past 7 months. Give immediate relief to the whole 
industry. The smaller companies, of course, will get their propor- 
tion of it. 

Mr. Suaver. Would you, in the event that this allocation based upon 
the base period which they have selected, if that continues, would you 
have any thought as to allocation on the basis of segments of the 
industry ? 

Mr. Humpenreys. By that you mean so much for tires, so much for 
mechanical goods, and so forth? 

Mr. Saver. Yes. 

Mr. Humeureyrs. No. I think that is leading into something tighter 
than we need have. It is leading into perhaps a controlled materials 
plan, which is unnecessary. 

Mr. SHaver. We have had testimony to the effect that the larger 
industries allocations to the various segments within its own industry 
are changed. 

Mr. Humpureys. We have customer commitments that we must 
meet, Mr. Shaver. That is not true. 
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Mr. Suaver. In other words, in meeting your customer commit- 
ments, if you need a little more rubber for one particular segment, you 
can shift from one segment to the other ? 

Mr. Humpureys. We.could if we chose to, but our customers know 
of this base period and they want as many tires or belts or items of 
footwear as they had in the base period. 

Mr. Suaver. That is the problem itself right there, Mr. Humphreys. 
You could, but the small fellow cannot do it when he only has a single 
operation. 

Mr. Humpnreys. As a matter of fact, if you want the truth of it, 
NPA is recommending we do it in order to put rubber in our footwear 
operations. 

Mr. Suaver. NPA has recommended that? 

Mr. Humpureys. They suggested it, because of the mild winters of 
the last several years. The footwear industry has had a larger alloca- 
tion of rubber. 

Mr. Suaver. One of those conditions which cannot be used as a 
hardship is a bad season, yet they recommended you do it. 

Mr. Humpureys. Allowance has been made to all companies giving 
them more rubber for footwear except United States Rubber Co. It 
is suggested in our case that we take rubber from someplace else and 
put it in our footwear operation. 

Mr. Suaver. What can the single operator in the heel-and-sole in- 
dustry do when he does not get enough rubber to break even ? 

Mr. Humenreys. He is hard put, of course. I am saying that that 
need not be the case. That need not be the case, sir. 

Mr. Suaver. I am personally inclined to agree with you that that 
need not be the case. 

That is all I have, Mr. Chairman. 

Senator Gitterre. Mr. Humphreys, I have a couple of questions. 

There is a salient presentation in your statement here that there is 
no rubber shortage today and “we expect that total rubber, natural 
and synthetic, available to the United States in 1951 will be 1,705,000 
tons. This is 20 percent more than the industry can process, and 37 
percent more than industry ever used.” 

That is a surprising statement in view of much of the testimony 
that we have had presented here. 

In that available supply which you say is 20 percent more than the 
industry can process, are you including what you assume to be the 
stockpile ? 

Mr. Humpureys. No. 

Senator GittetTe. That is in addition? 

Mr. Humpureys. Well, yes, in that sense. It figures this way: 75,- 
000 tons a month of natural rubber coming in, 900,000 tons a year, and 
825,000 tons of synthetic. 

Senator Giitetre. I believe you assumed that there was around 
825,000 or 835,000 tons in the stockpile, on a guess, while you did not 
have the exact figures, of course. 

Mr. Humpnreys. Some of this 1,725,000 tons, to the extent of now 
3 months, 75,000 tons has been put in the stockpile in the first quarter. 
Some of that has been put in, Renken That includes all the receipts 
we expect to get in 1951 in the United States from foreign sources, 
~~ our production of synthetic rubber, synthetic production, and 

orelgn receipts. 
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Senator Gmuerre. You say that that will be available; 1,725,000 
tons from all sources, synthetic and natural rubber? 

Mr. Humpureys. Yes, sir. 

Senator Gitterre. Does that figure include what is already in the 
stockpile ? 

Mr. Humrureys. No, sir. It only includes that part of the stockpile 
which will have been received in 1951 and put in stockpile in 1951. 

Senator Griterre. I understand that now. 

And you are suggesting that the best solution would be the removal 
of controls, all controls, at this time? 

Mr. Humpnreys. Yes, sir; except one, and that is the definition of 
essential rubber products, as ‘defined in M-2. 

Senator Ginterre. You think that should be redefined ? 

Mr. Humpnreys. No; stick with the definition as it now exists in 
the M-2 order, but open- -end all of the natural and synthetic rubber 
needed to meet the demand for those essential products. In other 
words, we will restrict a little bit, if you please, but take this first step 
and give all the rubber that is needed to make those essential rubber 
products. 

Senator Griterre. When your tire-manufacturing division late 
last fall recommended such program as we are now engaged i in admin- 
istering, you had in mind the conditions then that you think have 
changed so much in the last 4 months that we no longer need the 
controls? 

Mr. Humpnureys. That is right. 

Senator Giterre. You recommended controls 4 months ago? 

Mr. Humpnreys. We did. We recommended and agreed to controls 
in the interests of building up this critical natural- rubber stockpile, 
which we have now achieved. 

Senator Gitterre. You now feel that that stockpile has reached the 
proportion that is safe? 

Mr. Humpureys. That is right. 

Senator Gitterre. And that there s, no need whatever for controls 
except in the instances you referred to? 

Mr. Humpneeys. That is right. 

Senator, may I make another important point, which is the stock- 
pile of finished goods, the essential items, truck tires, passenger tires, 
and everything else, that should be in inventories at or near the point 
of use. Then we do not have to make them over again. When war 
comes and we need our machine capacity for war material, we have 
that much. 

Senator Grterre. That brings up another question I wanted to 
ask you. You referred here to the fact that you were not using your 
full capacity now. 

Mr. Humenureys. That is right. 

Senator Gitterre. Was that due to the curtailment of the supply? 

Mr. Humpnreys. Yes, sir. 

Senator GitLerre. Not because we do not have enough facilities? 

Mr. Humpureys. That is true. 

Senator Gitterre. You mean you are not running them now? 

Mr. Humrenreys. We are not running to capacity. 

Senator Grtterre. Now, I have two or three questions with refer- 
ence to United States Rubber Co. You were engaged in manufac- 
turing many products out of rubber ? 
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Mr. Humpnrerys. Yes, sir. 

Senator Gititerre. You are not limited, of course, to tires? 

Mr. Humenureys. That is right. 

Senator Gitterre. Does your industry operate the synthetic rubber 
plants ¢ 

Mr. Humpureys. We operate two now, Senator. 

Senator Gitterre. Where are they / 

Mr. Humpnreys. Naugatuck, Conn., and Port Neches, in Texas. 

Senator Guterre. You are operating them under a contract with 
the Government ? 

Mr. Humpnreys. That is true, sir. 

Senator Gitterre. What is the substance of the contract ? 

Mr. Humpenureys. The substance of the contract is that we are paid 
a management fee and the cost of operation. 

Senator Gitterre. Have you brought into your contract arrange- 
ments some smaller companies / 

Mr. Humpureys. We have not yet consummated the deal, but 
Cooper Tire is to be brought into our Naugatuck operation. 

Mr. Suaver. Did you say “is to be brought in” 

Mr. Humenureys. That is right. 

Senator Giuterre. Why are you seeking an associate? Does the 
U. S. Rubber Co. not feel competent to operate it alone? 

Mr. Humenreys. We do, sir. We were asked to do it by RFC 

Senator Guterre. The RFC asked you to associate a smaller com- 
pany with you? 

Mr. Humpureys. Yes, sir. 

Senator Gutterre. One or more, if you please, sir? 

Mr. Humeureys. They suggested to us one, a smaller tire company, 
and they named several. 

Senator Gitterre. Did they give you the reasons why they requested 
that ¢ 

Mr. Humpnreys. In the interest of dividing up this synthetic rubber 
job among more rubber companies and giving the smaller rubber com- 
panies some interest in a job which is being ‘done with the t taxpayers’ 
money. 

Senator Gitierre. There is no question about that. 

With regard to the product of your two plants, does the U. S. Rubber 
Co. control the disposition of it ¢ 

Mr. Humeureys. No, sir; it is part of the total amount of synthetic 
rubber produced and we may or may not take any of that rubber into 
our own plants. 

Senator Gitterre. Does the fee that the RFC pays you constitute 
a very important segment of your profit ? 

Mr. Humrureys. No; relatively to our total profit; no. 

Senator Gitterre. Then what would be the advantage of trying to 
distribute this, which you say was the objective of the RFC?” What 
advantage would the small company that is associated with you get 
by being so associated ? 

Mr. Humpnreys. They would get an intimate working knowledge 
of the manufacture of synthetic rubber and they would have the op- 
portunity of taking different batches or types of rubber from a par- 
ticular plant and trying them out in their own manufacturing opera- 
tions. It would put them closer to the manufacture and usage and 
development of synthetic rubber. 
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Senator Gmterre. Would it also be for purposes of research ? 

Mr. Humeureys. For purposes of research; yes. 

Senator Gitterre. It would give them a closer association with the 
manufacture of synthetic rubber ¢ 

Mr. Humenreys. That is true. 

Senator Guuterre. Do you notice that many of these companies have 
been falling over themselves to get into that advantage ¢ 

Mr. Humeureys. I do not know that, Senator. Cooper was anxious 
to join us. 

Senator Guerre. Was it at their request, or was it your request? 

Mr. Humrpnreys. Well, it was at our request that we invite a smaller 
tire company and Cooper was one of those named and we invited 
Cooper. 

Senator Giuterre. Have you invited others? 

Mr. Humpureys. No, sir. 

Senator Gitterre. Would it not be a good idea, if it is such an 
advantage, to spread it a little further and invite a half dozen more in ¢ 

Mr. Humrureys. Of course, a number of the smaller companies 
are doing a fine job, as you know, in the manufacture of synthetic 
rubber. The companies running the plant at Baton Rouge, and the 
10 nontire companies running the newly reactivated plant at Louis- 
ville, Ky. Many of the companies who have a genuine interest in 
this are beginning to have part in it, sir. 

Senator Giiterre. Are your two plants running at capacity now! 

Mr. Humreureys. Yes, sir. 

Senator Guterre. They are running at full capacity ? 

Mr. Humpureys. Yes, sir. 

Senator Gitterre. How long have they been running? 

Mr. Humpureys. The plant at Port Neches was only reactivated, 
sir, in October of 1950, and it began running at capacity in about 
February of 1951. 

Senator Gitterre. It had been in moth balls since when ? 

Mr. Humrenureys. It had been in moth balls from the end of 1945 
to the middle of 1950. 

Senator Giitetrre. So these advantages of research and the advan- 
tages of being close to the operation were not considered so important 
that they did not put the plant out of business last fall ? 

Mr. Humeureys. That is true. 

Senator Giitetrre. There is one other matter that I want to ask you 
about and that is—you made a number of very pertinent and inter- 
esting suggestions for solution here. One was to lower the price of 
natural rubber. 

I wonder if you can help us here for the record. The Government, 
of course, is buying all the natural rubber now ? 

Mr. Humpureys. They are the sole importers of natural rubber, 
yes. 

Senator Gitterre. They are importing for use in this country ? 

Mr. Humeureys. That is right. 

Senator Gitterre. Do you get your supply from them? 

Mr. Humpureys. Yes, sir. 

Senator Giuttetre. At the prices they fix? 

Mr. Humpureys. Yes, sir. 

Senator Guerre. Did I understand you to say that you also acted 
as a purchasing agent in Singapore for the Government ? 





RUBBER SURVEY 547 


Mr. Humpureys. No, we have no purchasing man in Singapore of 
our own. We act through an agent out there, an agent for us, and to 
express it briefly, we are cooperating with the Government in using 
that agent to help the United States of America buy rubber. 

Senator Giuterre. That is what I am interested in. 

You, through your agent, are acting as purchasing agent for the 
United States Government? 

Mr. Humpnreys. Yes, sir. 

Senator Gittetre. And the price that you pay for the rubber, as 
an agent of the United States Government, is determined by your 
superior, by your principal, the United States Government? 

Mr. Humpureys. The price itself was dependent upon the market 
fluctuation, sir. The pressure of buying on available supplies. 

As regards rubber, it is a question of supply and demand. There 
is no control over the price of natural rubber. 

Senator Gitietre. You are very much interested in seeing that 
there is, because there is evidence introduced here that in a very, very 
short space of time the cost of natural rubber rose from 12 cents a 
pound to 90 some cents a pound ? 

Mr. Humenreys. That is right. 

Senator Giuterre. When there is close to an 800-percent rise in 
price, which occurs within a comparatively few weeks, something is 
radically wrong. Those in the industry certainly could have antici- 
pated the supply and could have anticipated the demand. 

When the American people are being milked by an 800-percent in- 
crease, it is not good. 

I am not blaming your company, but the fact remains that the 
natural rubber you are putting in the products that the American 
people use has gone up almost 800 percent in the last few months. 
The commmittee here expects to find out who is taking advantage. 
If Uncle Sam is feathering his nest—and I do not believe he has ever 
feathered it in his life—we want to know that. But if somebody is 
gypping us—some of our so-called “allies’—to build up a dollar 
reserve at the expense of the American people in addition to the loans 
that we make and the gifts we make, John Q. Taxpayer is entitled 
to know it. 

That is why I ask you the question as to whether you were acting 
as an agent of the United States in the purchase, and also acting in 
the capacity of a customer, where the United States sells it to you 
here, and whether the profit, if any, is converted into the United 
States Treasury, or whether it goes abroad. 

That is all. 

Did you have another question ? 

Mr. Suaver. I have one or two questions on this participation that 
you mentioned sometime ago in answer to Senator Gillette’s question, 
Mr. Humphreys. 

You stated that the RFC asked you to call in a small rubber 
company. 

Mr. Humeureys. Yes. 

Mr. Suaver. Are both of these plants you operate copolymer 
plants ? , 

Mr. Humpureys. Yes, sir. 

Mr. Suaver. What is the capacity of each? 
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Mr. Humpureys. Sixty thousand tons at Port Neches, and 30,000 
tons at Naugatuck. 

Mr. Suaver. Did the RFC specifiy which smaller rubber plant 
you should call in? 

Mr. Humenreys. No. 

Mr. Suaver. Which plant did you choose ¢ 

Mr. Humenreys. Naugatuck. 

Mr. Suaver. The 30,000-ton plant / 

Mr. Humpnreys. Yes, sir. 

Mr. Suaver. Have you arrived at any decision as to what per- 
centage you are going to give this small company 4 

Mr. Humeureys. Ten percent. 

Mr. Suaver. Were you instructed to make it 10 percent ? 

Mr. Humrureys. It was suggested to us that 10 percent would be 
an appropriate figure. 

Mr. Suaver. By “appropriate figure,” did they indicate what they 
meant by the phrase? 

Mr. Humeureys. This was not our idea to start with, you know, 
RFC suggested the candidates and they suggested the rate or per- 
centage of fee. 

Mr. Suaver. They did not indicate in any way that 10 percent might 

get them off the hook from Congress; did they ? 

Mr. Humrurers. No; they did not. 

Mr. Suaver. They never asked you to take any small operator into 
the 60,000-ton plant ? 

Mr. Humenreys. No; they did not name the plant. 

Mr. Suaver. Do you feel the 30,000-ton plant lends itself better 
to taking in a small rubber company rather than the 60,000-ton one ? 

Mr. Humenreys. The 60,000-ton plant at Neches is making only hot 
rubber at the present time. Our 30,000-ton plant at Naugatuck has 
been, for a great period of time, the largest producer of diversified 
types of synthetic rubber, prince ipally synthetic latex. There is much 
more going on at ee by way of diversification than there is 
in one line at Port Neches. 

Mr. Suaver. If they told you 10 percent would be appropriate, 
what would be the objection to making it 25 percent or 35 percent 
as they have in two instances, Mr. Humphreys, and then prescribing 
the conditions under which the small company must operate with you ¢ 

Mr. Humenreys. What would be wrong with that? 

Mr. Suaver. Yes. 

Mr. Humpureys. Well, it was not done in our case. 

Mr. Suaver. I appreciate that it was not done in your case. What 
would be against the idea of taking in this small rubber company—a 
qualified one—and letting him have a bigger portion of the operation ? 

Mr. Humenureys. Frankly, what worries us about this is a possible 
division of responsibility. Only one company can be responsible for 
the operation of one plant. 

Mr. Suaver. If you had 65 percent of the operation, Mr. Hum- 
phreys, you would certainly be in complete charge; would you not? 

Mr. Humpnmeys. No; not in that sense. It is different than owning 
a certain proportion of shares of stock in a eer: Production 

can only head up to one authority; and in the Naugatuck operation, 
with Cooper as a partner, we are going to be the responsible operator. 
We say that to RFC, “You look to us for responsibility of running 
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this plant. You blame us if anything goes wrong. You can’t blame 
Cooper.” 

Mr. Suaver. Yet, in one instance they took eight companies and 
organized them into a unit and let them operate it, one plant, by 
themselves. 

Mr. Humpnreys. Those eight companies formed a new company, 
and they picked a production boss and they are running it as a single 
unit, with one man in charge. 

Mr. Suaver. That is the salient feature of this thing. Why could 
the RFC in your instance, where you are calling in a small company 
to cooperate with you, in forming a contract, not set down those con- 
ditions under which that lease could be operated and set forth in com- 
plete detail what, in this instance, Cooper must do and what United 
States Rubber must do, with the understanding that United States 
was in charge of the plant? What is so different between 10 percent 
and 35 percent ¢ 

Mr. Humpnreys. If I may repeat, the RFC, of course, could stipu- 
late most anything they wanted to, and after a little grumbling we 
might accede to it, but in the interests of getting out the production 
of synthetic rubber you can only have one responsible head of any 
plant. 

Mr. Suaver. I appreciate that. 

Mr. Humpureys. You can bring in a 10-percent partner or a 30- 
percent partner. They are quiescent partners, if you want the et 
They will know what is going on but will not have 10 percent or 
percent of the responsibility. 

Mr. Saaver. Can they not contribute something to United States 
Rubber in the operation of this plant ¢ 

Mr. Humpnreys. Yes; they can. They can contribute certain 
things in the development of rubber by taking rubber from that plant 
back to their home manufacturing plant and processing it. 

Mr. Suaver. Then, if they have 35 percent, they can take more 
rubber / 

Mr. Humpnreys. You can make a development contribution to 
any operation, but that is not a production contribution. 

1 want to make this point: In production there can only be one re- 
sponsible head. He is the fellow who puts the drive behind the output. 
He is the fellow who takes all the responsibility for quality, and you 
cannot divide that. You cannot fall between two stones on the re- 
sponsibility for output and quality. 

Mr. Suaver. You feel if he gets 10 percent you are safe as far as 
responsibility is concerned, but if you give him 35 percent you are 
no longer safe ? 

Mr. Humenreys. I do not say that; no. Whether he gets 10 percent 
or 35 percent is immaterial. 

Mr. SuaAver. Immaterial to you as the operator of the plant ? 

Mr. Humpnreys. Yes. 

Mr. Suaver. But it is not immaterial insofar as the Rubber Act 
is concerned. 

Mr. Humrureys. I do not know the implication of the Rubber Act. 

Mr. Suaver. It implies that there should be a free, competitive 
synthetic-rubber industry in this country. When you have the Gov- 
ernment owning and operating the plants, how can you have that 
unless you have the small rubber plants in it, too? 
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Mr. Humpureyrs. We have not had any free synthetic-rubber in- 
dustry in this country. We have not had it. There is no question 
about that, sir. 

Mr. Suaver. That is just my point. 

In the two instances where they got the 35-percent operations, ap- 
parently they are performing satisfactorily. 

Mr. Humpureys. I do not know. 

Mr. Suaver, In your opinion, they could qualify in your two plants 
with 35 percent. 

Mr. Humpnureys. Yes, as long as the responsibility is properly 
placed. 

Senator Gittetre. Did you negotiate a contract with Cooper? 

Mr. Humrurers. We will negotiate a separate contract with them 
and it will be approv ed by the REC. 

Senator Gitterre. It will be in effect a subcontract with your com- 
pany and the Cooper Co., and subject to the approval of the RFC. 

Mr. Humpnreys. Oh, yes; RFC must approve. 

Senator Gitterre. Can you suggest whether the Cooper Co. will 
contribute? Will they furnish part of the labor? 

Mr. Humpenreys. They will furnish no part of the labor. They 
will furnish some technical men who have offices in our Naugatuck 
plant. 

Senator Guerre. What are they contributing for the 10 percent 
they will get out of the fees? 

Mr. Humenreys. That remains to be seen. They can make a con- 
tribution. 

Senator Gitterre. But you do not yet know what it will be? 

Mr. Humrureys. No; we have not operated it yet. 

Any processor of rubber can make a contribution to the producer 
of raw materials. 

Senator Gitterte. Where do you buy your butadiene? 

Mr. Humrnreys. That is supplied by the Government. That is a 
Government. issue. 

Senator Gmuetre. The Government furnishes you the butadiene 
and furnishes you the styrene? 

Mr. Humpnreys. That is right. Well, the butadiene, I think, in 
most cases comes from Government-owned plants. The styrene comes 
from private chemical operations. 

Senator Giuterre. The Government purchases it ? 

Mr. Humeureys. The Government purchases it; that is right. 

Senator Gitterre. And they make it available for your operation / 

Mr. Humeureys. That is right. 

Senator Gitterre. Do you have anything further, Senator Thye? 

Senator Tuyr. Yes. 

At page 7, Mr. Humphreys, in the second paragraph, there is this 
statement: 

The job calls for doing away with all possible controls. It calls for restoring 
rubber to the men who know rubber, who know how to grow it, make it, process 
it, and distribute it under competitive conditions which force each manufacturer 
to strive to give the customer the most for his money. 

Your company acted as an agent and did acquire some of this 
rubber abroad for the Government. Did I understand you to say that / 

Mr. Humenreys. Yes. 





RUBBER SURVEY 551 


Senator Ture. At the time that you were acquiring that, did you 
find at any time that your ideas differed with those of the Federal 
agencies for whom you were acquiring rubber 

Mr. Humpnureys. Do you mean at the time the purchases were made ? 

Senator Tuyr. Did you find yourselves making recommendations 
to the Federal agencies, where the Federal agencies disagreed with 
you, where you were acquiring this rubber for them ? 

You must have known that it was wrong for this Government to 
see rubber prices going up 800 percent at the expense of every pur- 
chaser of any rubber “goods. If you knew it was wrong and you 
who have been in the business as many years as you have been in 
business must have know that the Government was approaching it, 
acquiring this rubber in the wrong manner. 

Did you make recommendations to the Government, in what 
manner they should proceed, and did the Government disagree with 
you? 

Mr. Humreureys. If we go back a few years, Senator, the industry 
was unanimous in making ‘recommendations to the Government that 
they buy natural rubber ‘when it was 14 cents, 15 cents, 16 cents a 
pound ; that we keep a minimum capacity of synthetic-rubber plants 
in operation. The Government did not do it. 

Senator Tuyr. Who was actually responsible for vetoing the rec- 
ommendations that the industry put out, or made ¢ 

Mr. Humpureys. You want to talk about other arms of the 
Government f 

Senator Tuye. Yes. 

Mr. Humpnreys. In September 1949, the synthetic rubber industry 
was cut back. 

Senator Ture. That is synthetic. 

Mr. Humenreys. It was in the interests of buying more natural 
rubber from the east and helping the British and certain colonies 
out that way. It has been an international political football. We 
have turned the faucet on and off in this synthetic-rubber industry. 

Senator Taye. When you were acting as an agent for the Govern- 
ment, and you made the purchase of the natural rubber, could you have 
put into effect a purchasing program that would have controlled the 
prices and the prices would not have skyrocketed to the 800-percent 
level ? 

Mr. Humpnreys. Senator, we have only been acting as the agent for 
the Government and we act through an agent. It is a sort of secondary 
agency. . 

Since late last year, the Government came to us, very hot and both- 
ered—to the rubber industry, and said, “We have to get rubber in, and 
we will send airplane carriers out to the East for it.” It was a hectic 
week end here 4 or 5 months ago. It was at that time we became 
an agent for the Government in the : acquisition of rubber. Before that 
the rubber was bought by the General Services Administration, on 
their own. 

Before we came into it as buying agents, the rubber was up above 70 
cents a pound. We did not have the opportunity. Our advice was not 
asked, when rubber was 15 or 20 cents a pound. 

Senator Tuyr. T hey ’ only asked for your he ‘Ip and your advice when 
it got up to around 70 cents a pound ¢ ¢ 
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Mr. Humrureys. It was somewhere in that neighborhood, sir. It 
was high. It was two or three times what it was when we did recom- 
mend that they buy more. 

Senator Ture. Did you have any difficulties getting them to accept 
your advice, at that time? Did they give you instructions ? 

Mr. Humpnrerys. They give us instructions now. The Government 
tells us that they want to buy X tons of rubber and we help them buy 
it. They are setting the pace, not us. GSA is buying the rubber and 
we are merely acting as intermediaries in acquiring it, because of the 
facilities that exist. 

Senator Ture. Have you endeavored to give recommendations to 
them? I know very well that you are more familiar with how to 
acquire rubber than some individual or some of the personnel of any 
Federal agency which had never been in the tire business or which 
had never been an agent to buy rubber, up until given the assignment. 

Have you tried to make recommendations now in order that we 
may in some manner level off and avoid this inflation ? 

Mr. Humenreys. Yes, there i sh Stockpiling Advisory Committee- 
that is not the exact name of which consults with the General 
Services Administration, from ash to time, 

We did prevail upon them to buy up to 30 percent of grades other 
than No. 1 and rib-smoked sheet. 

In other words, buy more of the lower grades of rubber which are 
usable in the industry and not stick to the best. 

Senator Ture. Did they follow the recommendation ? 

Mr. Humeureys. They followed the recommendation to that extent ; 
yes, sir. 

Senator Ture. They are following it now ? 

Mr. Humpureys. They are following it now. 

Senator Ture. Did it have any material effect on the rubber prices? 

Mr. Humenreys. The rubber prices have softened in the last week, 
because, I believe, some of the statements have been made by some 
of us in the rubber industry that the stockpile is adequate. 

Gentlemen, it stands to reason that if you hold out a target of as 
much as 1.2 million or 1.5 million tons of rubber as our stockpile 
target, the trade is going to sit back and feed that out to you as they 
see fit and keep the price up. 

If you know how much the customer is going to buy and he needs 
it badly or seems to need it so badly, there is no question but what 
the price will be high, and that is the situation we have been faci ing. 

Senator Tyr. However, they are following recommendations and 
suggestions put out by those of you who have lived in the rubber 
business for a great number of years? 

Mr. Humenreys. Yes, generally speaking. 

Senator Tre. That is all the questions I have, Mr. Chairman. 

Senator Gitterrr. Thank you, Mr. Humphreys. We appreciate 
vour contribution and especially these suggestions that you make for 
corrective policy. 

Mr. Humrureys. Thank you, Senator. 

Senator Gituerre. Mr. Earl] Glen. 
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Senator GitLerre, Senator Thye will preside. 

Senator Tuyr. Mr. Glen, you may state whom you represent for 
the record and proceed to make your statement in your own way. 

Mr. Guen. Mr. Chairman and gentlemen of the committee, my name 
is Earl W. Glen. I am not a representative of anyone, either a Goy 
ernment agency or any company. 1 am here to express my own 
person: al opinions on this issue. and trust that I can be of aid to the 
committee. 

Senator Tuyr. All right, Mr. Glen. 

Mr. Guen. I have no prepared statement. 

Senator Ture. Do you want to make a statement for the committee? 

Mr. Guen. I would like to say that in my administration of the rub 
ber controls, I did my level best to conform to the principles and pre- 
cepts outlined in section 701 of the Defense Production Act; that in 
every element, not only section 701 (c), but all other elements of se¢ 
tion 701, that it is my fundamental belief that, on the basis of experi- 
ence over a long period of years in Government controls, that there 
is no more satisfactory method of allocation controls than the ca- 
pacity method predicated on a standard workweek in terms of exist 
ing skilled work force and in- pli ce machinery. 

I reject the position ap yproach to allocations, during such a pre 
mobilization period as we are going through, in that that would seem 
to constitute too largely a business-as usual attitude and not react 
favorably upon preparedness effort and mobilization necessities, whic! 
require the sustenance of the entire skilled work force of the rains 
industry. 

Fundamentally, the skilled work force of the rubber industry Is 
one of the greatest national security assets we have. The machinery 
will still be there. It will not eVaporate. The plant will be there. It 
will not evaporate. But during the period of mobilization effort | \ 
all other industries, the labor force of the rubber industry is quite 
volatile. We need to find a way of sustaining that labor force and 
avoid the hazards of the last war where we had to go back into the 
front lines and draw men back. 

The men who are skilled in the rubber industry are highly skilled. 
They are not just ordinary workmen. They know how to handle rub 
ber. They can adapt themselves to the manufacture of rubber goods 
very effectively and efficiently. 

If we permit that skilled work force to evaporate during this long 
period of emergency, we are doing something which despoils our 
preparedness and leaves us in an ineffective and inefficient plane of 
contributing to our national security, should there come a really, all- 
out war emergency. 

I am in complete a agreement, again I will say, with the expressions 
of the committee regarding the omits problems that need 
be taken care of ee section 701 and with the recognition that needs 
to be accorded the many problems raised by small business before this 
committee, 

Senator Tryr. At one time, Mr. Glen, you were in charge of the 
Government program in the allocation of rubber. and also the stock 
piling, were vou not‘ 
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Mr. Gien. Not the stockpiling, sir. The allocation of rubber for 
a considerable period of time, in order to enable the more rapid acqui- 
sition of rubber for stockpile, by the agency charged with responsi- 
bility for that stockpile. 

Senator Tyr. But you had what rubber was left over after the 
agency that had the responsibility for stockpiling had taken what 
they wanted to take. You had the allocation of the other? 

Mr. Guen. Yes, sir. 

Senator Ture. In what years were you doing this work? 

Mr. Guen. I entered Government service in late December 1945, 
and as assistant director of the Rubber Division of the Civilian Pro- 
duction Administration, and in charge of technical operations at that 
time. 

Senator Tuy. Were you then consulting the companies, the gentle- 
men who had grown up in the rubber business, in order that you 
would have the benefit of their experience, in determining and for- 
mulating the policy of the Government in the allocation of rubber, 
and also the stockpiling ? 

Mr. Gen. Yes, sir; and continually since that time. 

I have been in the position of first being Assistant Administrator 
of the Rubber Division, and subsequently in September 1947, became 
Administrator of the Rubber Division, and I have continually sought 
to plan operations on a basis that would cooperate with industry 
through the medium of the Rubber Industry Advisory Committee, 
which I sustained all through this postwar period. 

Senator Tuyr. Then, Mr. Glen, in those years when rubber was 
down to around 12 cents a pound, did you make recommendations to 
the Government to accumulate and stockpile and to hold the reserve, 
at that time? 

Mr. Guien. The stockpile of natural rubber has been a matter of 
greatest importance to me and continually during that period I have 
aided wherever possible in the establishment of adequate stockpile 
objectives and the accomplishment of those objectives through rec- 
ommendations to the agencies of Government charged with the stock- 
pile program. 

Senator Tuyr. Did those agencies heed your recommendations? 

Mr. Guen. As nearly as possible, I would say. 

Senator Tire. It is quite obvious that we did not have a stockpile. 

Mr. Guien. It was a problem from this standpoint. I will go back 
to a period in 1947 when the committees of the industry were review- 
ing the matter of stockpile for the purpose of making recommenda- 
tions to the Government, and at that time a presentation was made 
to the Munitions Board of the Government, and as a consultant to 
the Munitions Board, through my official capacity, I also received 
those recommendations, and on the basis of my overseas experience as 
an expert consultant for the Army Ordnance Department during 
World War IT, I had the responsibility, I felt, to advise the Munitions 
Board as to the adequacy of those recommendations, at that time. 

Senator Tuyr. Did they follow your recommendations when you 
made them? 

Mr. Gien. Not at that time. That was to come at a later date. 

Senator Tre. Did it come at a later date? 

Mr. Guien. It did, but if I may I would like to perhaps finish the 
story about the 1947 recommendations: The recommendations, as I 








RUBBER SURVEY 555 


recall them, were summarized something like this, that the amount of 
natural rubber required to support a national emergency of a war 
nature would justify that the amount of natural rubber to be accumu- 
lated and held in stockpile could be adequately supported on the 
basis of 15 percent natural rubber to the total of natural rubber plus 
synthetic. 

Senator Tuyr. What were the recommendations in tonnage that 
you made? 

Mr. Gien. I made no recommendation in tonnage. I dealt in 
terms of percentage on the basis of the experience during World War 
II which indicated to me that there was, through my experience in 
industry and my experience abroad for the Army, that we had had a 
waste of manpower, a waste of materials, a relatively inefficient use 
of facilities in the production of perhaps inadequate products and 
that sort of a war effort to me did not appear to be the basis upon 
which we should plan for the future and I recommended picking a 
figure that would provide additional insurance, a 20 percent natural 
rubber level to support us during an emergency. 

Subsequently, the industry also gave recognition to that 20-percent 
figure. 

Senator Ture. ‘Twenty percent over and above what? 

Mr. GLEN. Twenty percent of the total of natural and synthetic 
rubber should be natural rubber to support us during any emergency. 

Senator Tuyr. And where would you put this 20 percent ? 

This is what I am trying to get at: While you were in charge and 
had the responsibility relative to what the domestic needs would be 
and what our national needs would be and what our stockpiling might 
and should be from the year 1945, did you make specific recommenda- 
tions to this United States Government that there would be a stock- 
pile available, in the event we were faced with an emergency ¢ 

Mr. Guien. I did. 

Senator Ture. Did you proceed and did you get a stockpile? 

Mr. Gien. I was not in a position to do the accumulating. I was 
in a position to make a recommendation. 

Senator Tuyr. Did someone fail to follow your recommendation ? 

Mr. Guen. The recommendation first made was a recommendation 
based on my personal experience. It was too much to expect that full 
recognition would be immediately given to that and I was very happy 
to see that the industry in its 1948 recommendations to the Munitions 
Board, which they presented in a blue book, still reaffirmed their 15 
percent recommendation, but that that may be 20 percent. 

Senator Tuyr. How many pounds did that represent that you made 
as a recommendation that the Government should have as a stockpile 
or reserve ¢ 

I am trying to find out if you made a recommendation that the 
Government should acquire X tons of rubber, and whether the Gov- 
ernment followed out your recommendation. If they did not, who 
in the Government was responsible for not following it out and accu- 
mulating that stockpile ¢ 

We found ourselves short of rubber when we were faced with an 
emergency. The minute we started acquiring rubber on the world 
inarket, or in the world supply, the rubber shot up from 12 cents to 
more than 800 percent. 
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You were responsible for the accumulation and the recommendation 
at least for the accumulation of rubber in those years from 1945 on up 
until you were relieved of that responsibility. 

Now, I just want to know: Did you make a recommendation that 
we should have so many tons of rubber in reserve as a stockpile? If 
you made such a recommendation, who failed to follow out your 
recommendation / 

Mr. Guen. I did make such a recommendation in 1947. 

Senator Tuyr. How many tons of rubber did you recommend ? 

Mr. Guten. The 20-percent recommendation which I made would, 
for a 5-year emergency, constitute a requirement for 200,000 tons a 
year in a 1-million-ton-a-year industry or for a 5-year emergency, 1 
million long tons, and if we add to that the necessity for a Baruch 
minimum at the end so we are not bankrupt at the end of a 5-year 
emergency, it would be perhaps 20 percent more than that. 

Senator Tryr. Did the agencies who had the responsibility, follow 
out the recommendation ¢ 

Mr. Gien. Not at that time. 

Senator Tuyr. Did they at any time, up until you were relieved of 
the responsibility ¢ 

Mr. Guen. Finally in 1950, the thing reduced itself down to values 
that became appreciated in the ordnance program, on high flotation 
tires which made a review of the tires necessary, and subsequently 
there was an agreement on a higher percentage figure. The figure is 
confidential as far as stockpile is concerned. All I can say is that 
I was satisfied that they were following in the direction that I had 
recommended. 

Senator Tuyr. Would it be classified information if vou gave the 
information as to how many tons vou had as of 1950, as of the time 
you reviewed it in the late fall of 1950? 

Mr. Guen. That would be classified information, I am sorry. 

Senator Tuyr. Then, of course, I will not press for it. However, 
it is quite obvious to me from your testimony, that whoever the 
agencies were who were responsible for the accumulation of this rub- 
ber for stockpile purposes, had not carried out your recommendation. 

Mr. Guten. May I comment, sir? 

Senator Toye. Yes, this is my statement, and I want to be put right 
if I am wrong. 

Mr. Gien. I think the committee has access, on a confidential basis, 
to records of that kind, and I could only suggest that it review the 
records of accumulation of stockpile from 1945, by vear, to date. 

Senator Tryr. In other words, you are just walking around the 
question and walking around my statement. If my statement is wrong, 
then I would iike to have you state whether or not your statement 1s 
incorrect. 

Mr. Gren. I cannot say that it is incorrect, sir. 

Senator Ture. Then it is quite obvious that you yourself feel that 
you made a recommendation that has not been followed, and you were 
the gentleman in charge of the responsibility of holding a stockpile of 
reserve rubber in the United States to meet any emergency that might 
occur, 

Mr. Giex. I do not want to spread myself out in terms of my respon- 
sibilities. I did not have the responsibility, actually, for stockpile. I 
had the responsibility for upholding synthetic rubber consumption 
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at a level to protect our national security and at the same time further 
the accomplishment of a national rubber stockpile objective in a rea- 
sonable, adequate manner. 

Senator Tryr. It is obvious that your recommendations were not 
followed but you are too much of a gentleman to cast reflection on 
somebody else who was charged with the responsibility of purchas- 
ing it and putting it into stockpile. That is what I have gathered 
from the conversation you and I have had. That is neither here nor 
there, so far as the problems are concerned with which we are now 
faced. 

The problem with which we are now faced is to get our synthetic 
production up and still to acquire enough natural rubber to give us 
the supplies we need. 

Do you think we should improve on the manner in which we are 
getting natural rubber now, and that we could hold the price of this 
natural rubber / 

Have you any recommendations or suggestions that would be help- 
ful to us as to how we might proceed to acquire natural rubber now 
ina world market, and hold this price down 4 

Mr. Guien. I do, sir, and I can do no better than to recommend to 
the committee the return to industry of its opportunities to exercise 
free enterprise in the purchase of rubber on a supply-demand_ basis 
and permit the industry to select the grades that 1t buys that it can 
use, Inasmuch as all natural rubber of whatever grade, is a rubber 
hydrocarbon, and leave it up to the industry then to determine, and 
leave it up to the responsibility of whoever is buying for the Govern 
ment for stockpile, to then compete with industry for a certain part 
of the world supply, but let the industry determine—now that it 
has sufficient synthetic rubber to balance out its requirements—as 
to whether it wants to buy the natural rubber or the synthetic rubber, 
and it will see that the price om age is adequately protected. 

Senator Tryr. In other words, if RFC steps out of the picture 
at the present time, except tinh as it might enter to buy rubber 
for its own stockpiling purposes or for governmental stockpiling, 
that you think then the trade itself, the industries that are engaged 
In processing, would go out and acquire this rubber more economically 
than the Federal Government is now acquiring it for them? 

Mr. Guen. I believe so. I believe not RFC in this instance: GSA 
is the organization charged with the purchase of natural rubber. 

As a matter of fact, | wrote in the rubber order the authority for 
GSA to be the sole purchaser of natural rubber and it seemed to be a 
desirable authority to give at that time. 

As has been stated before, things during the fourth quarter of 1950 
were quite different than they are today. We have a much larger 
synthetic rubber industry. We have a very oon i] world pro- 
duction of natural rubber. The supply-demand, if allowed to hold 
sway in this instance, I think would adeaustely ‘ieee your 
objective. 

Senator Ture. Mr. Chairman, I have no further questions. 

Senator Gitterre. There are a few questions I wanted to ask. 

Mr. Glen, at what time were vou relieved as Director of the Rubber 
Division, what date / 

Mr. Guen. Early in January. Before the middle of January. 

Senator Gitterre. Of this year? 

Mr. Gren. Of this year. 





55S RUBBER SURVEY 


Senator Gitterre. And you were succeeeded by Mr. Spencer ? 

Mr. Guen. Yes. 

Senator Gitterre. There has been a tremendous amount of evidence 
taken here as you know, Mr. Glen, relative to the enormous task that 
Mr. Spencer and his associates have been trying to carry out, to divide 
and allocate the rubber which is available for civilian use, which has 
certainly put many of these small companies on the verge of bank- 
ruptey or going out of business. 

However, it all dates back, as Senator Thye has said, to a condition 
of rubber shortage that we suddenly found ourselves in, and the neces- 
sity for this system of controls and allocation. 

Among the other things that have been so painfully evident here 
is that the synthetic rubber production has been allowed to go down 
to a point where it was a dangerous situation. Many of the plants 
were not in production, many of them were entirely deactivated and 
in moth balls, others were operating at less than capacity. 

Now whose 1 esponsibility was that? Who is to blame for that? 

Mr. Gren. To place part of the plants in moth balls and others 
maintained in operation ? 

Senator Guerre. Yes, to allow our synthetic rubber production to 
go down to the point where it was? Who was responsible for that? 

Mr. Guien. I was charged with the administrative responsibility 
for the level of synthetic ‘rubber that would be maintained and as a 
consesquence could be said to be responsible for the number of plants 
that might be sustained in operation versus those in stand-by. 

Senator Gitterre. Let me interrupt you there. That is just the 
point that I want to develop. You say you were responsible as the 
administrative agent. 

Mr. Guen. In carrying out the will of Congress. 

Senator Giutette. In carrying out the will, as to the amount of syn- 
thetic rubber that would be produced, and, of course, the actual de- 
termination of whether this plant should produce it or whether that 
plant would go out of business, that was yours ? 

Mr. Guen. Not quite to that detail. My obligation was to furnish 
the market for the Office of Rubber Reserve of RFC and it was their 
responsibility to determine which plants they would keep operating 
and at what level they would keep those plants operating, and wh ich 
plants they would put in partial stand-by, which plants they would 
put in moth balls, completely. 

Senator Gitterrr. Now, I still do not get it. Perhaps I am a little 
slow, but where was the determination made as to the amount or level 
of synthetic rubber production that would be maintained in this 
country ¢ 

Mr. Gien. The administrative agency charged with the operation 
of the plants is the Office of Rubber Reserve of RFC. 

It was their obligation to determine how large an inventory of 
synthetic rubber they would carry, and how many plants they would 
keep operating to supply industry’s needs, to supply export demand, 
to supply whatever they needed in the accumulation of a working 
inventory, of either small or large size, for Government use, and for 
industry use. 

Senator Gittetre. Then it was their determination; it was their 
determination as to how much synthetic rubber they would produce 
inthis country. It was the RFC? 
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Mr. Guen. Actually it was my determination as to how much of 
a market I would sustain for them and it was their determination as 
to how much they would produce over and above that market. 

Senator Gitterrr. Now we are back to you: You determined how 
much synthetic rubber you were going to need ? 

Mr. Guien. It was how much Ll was going to demand the industry 
consume on a specific basis, in combination with the prospective 
voluntary consumption of synthetic rubber. 

Ever since September 1947, we have been seeking to keep those two 
in balance, so that I adequately protected the 200,000-ton minimum 
GR-S level that the Congress had established that I maintain. 

I can assure you that that minimum was adequately protected all 
during that time. 

Senator Gitterre. But you did not go beyond that ? 

Mr. Guien. I went beyond it to the extent of making projections 
on voluntary consumption so that I would always be on the safe side 
of that, which made industry unhappy, at times. 

Senator Gitterre. I do not know what you mean by projections 
on voluntary consumption. 

Mr. Guien. When a curve is going down continually, I think it is 
reasonable to project. it out in terms ‘of what it might be 6 aie or 
a year from now and assume that a trend that had already started 
might snowball if the price of natural rubber went to 12 cents a 
pound. 

Senator GitLerre. Congress provided that the production of syn- 
thetic rubber should not go below the 200,000 tons. 

Mr. Guex. That is GR-S synthetic rubber, yes, sir. 

Senator Gitterre. So it was your job to Maintain that, because 
Congress directed it ? 

Mr. Guen. Yes, sir. 

Senator Gruterre. Were you making any effort to maintain it above 
that minimum ? 

Mr. Guen. Continually, in terms of the increase in international 
stress that developed. The best illustration we can draw on that is that 
we had an over-all responsibility to maintain the national security in 
terms of a minimum synthetic rubber production, as well as maintain 
the 200,000-ton minimum of the law, and the obligation also to stimu- 
late the development of a free and competitive synthetic rubber in- 
dustry. 

Senator Tuyr. Mr. Chairman, might I interrupt just there: It is too 
bad that the other nations did not have that same benevolent feeling 
for us when they started shooting that price of rubber up to 800 per- 
cent. Is that not about the truth of it? 

Mr. Gen. I agree with you, sir. However, I do not think we can 
hold ourselves blameless, entirely, in that again supply-demand must 
be given consideration. 

Senator Trye. The supply and demand was the consideration which 
ae us to 12 cents a pound. 

Mr. Guirn. It was, sir. 

Senator Tuyr. We were a benevolent Nation to other nations when 
we said, *We will not hurt you any more. W e will just see, now, that 
our synthetic doesn’t competitive ‘ly affect you. 

Senator Gitterre. That is the whole point. 
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Senator Tuyr. The whole point is simply that, is it not? And we 
found ourselves with an insufficient supply. Then the minute we talk 
about stockpiling, they commence to hold the rubber away from us and 
our market price shot up 800 percent and we were buying and are buy- 
ing the rubber at that terrifficly inflated price. 

Mr. Guien. Factually, I believe, we are not quite fair when we say 
they held rubber away from us in order to push the price up when the 
record actually shows that their shipments of rubber to the United 
States all during that period were at high levels. Our demand was so 
much greater. 

Senator Tuyr. That is what Iam getting at. Our demand was there 
and they took advantage of it. We were shortsighted when we per- 
mitted that situation to oecur. 

Mr. Guen. | agree. 

Senator Ture. If we put into stockpile a certain percent of rubber 
and try to keep the economy of the rubber producer up, it is quite an 
obvious thing to anyone in Government that there was going to be a 
need for rubber. 

Mr. Gren. The basic problem is when should you stockpile. When 
the Government misses an opportunity to stockpile at low prices then 
it is terrifically painful for everybody concerned to subsequently try 
to make up that ground. 

Senator Tuyr. You were there at the time, as the Administrator ? 

Mr. Guen. Yes, sir. 

Senator Tuyr. Were you greatly pained because you could not ex- 
ecute what your own convictions were at that time? 

Mr. Gen. Very greatly, sir. 

Senator Tuyr. Did you come before any committee such as the Com- 
mittee on Armed Services and express your opinion for it ? 

Mr. Guren. I did not in that T might have been told that that was 
someone else’s responsibility. My position was that of recommending 
and if they did not choose to follow my recommendations—— 

Senator Tuyr. To whom were you recommending who did not fol- 
low your recommendations ¢ 

Mr. Gren. Tothe Munitions Board and to the National Security Re- 
sources Board and other agencies of Government fundamentally in- 
terested in national security, regarding the natural rubber stockpile. 

Senator Tryr. Pardon the interruption, Mr. Chairman. 

Senator Gitterre. I was through. 

Have you completed your statement ? 

Mr. Suiaver. I thought you had an additional statement you wanted 
to make to the committee before the questioning started. 

Mr. Gien. The record will show that there have been gaps in stock- 
piling. The reasons for those gaps are for someone else to explain. 
The unfortunate part is that we now have the obligation for making 
ip for those lapses and it is at a particularly unfortunate time in terms 
of our synthetic-rubber industry having been allowed to get down to 
minimum levels, and the opportunities for purchasing large quantities 
of natural rubber are limited in terms of what the impact would be 
on the supply-demand, for private industry. That is where we find 
ourselves today. 

Senator Tuyr. Do you have any further questions ? 

Mr. Straver. Mr. Glen, we have had considerable testimony before 
this committee with regard to the selection of the base period. Can 
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you give us the history of this selection, what happened, what men 
were called, and what agreements there were / 

Mr. Guien. | can only recite the phases of that determination in 
which I participated. Mention has already been made of the August 
18 meeting. As I recall it, I participated in no previous meeting, 
previous to that August 18 meeting, and the August 18 meeting was 
simply for the purpose of improving language which incorporated 
the base period in the rubber order of that day. 

All of the prior meetings were held by someone else, somewhere 
else. 

Mr. Su AVER. You say “someone else, somewhere else.” Was there 
any knowledge or idea as to where those meetings were held and by 
whom ? 

Mr. GLEN. Someone else may have had knowledge, but I was never, 
as the Rubber Administrator, invited to participate in any prior 
meeting, prior to that of August 18, other than with my own superior 
who asked for language with which to incorporate this base period 
in the rubber order. 

Mr. Suaver. You have no actual knowledge of where that meeting 
took place, if there was a meeting, or where it was discussed? In 
other words, Mr. Glen, did someone come to you and say, “This is the 
base period; work out the language” ¢ 

Mr. Guen. That is in effect what happened. 

Mr. Suaver. You were requested to administer an allocation pro- 
gram based upon a yearly base period over Vv hich you had ho col trol 
where you were not even present at the meeting; is that right ¢ 

Mr. Gurn. That is right. 

Mr. Suaver. Was there general information that the rubbet 
dustry decided upon that base period ¢ 

Mr. GLEN. That 1% companies agreed On that base period. 

Mr. SHAver. Do you have any information as to what 19 companie 
approved ¢ 

Mr. Guen. I have no knowledge of the 19 companies who partic) 
pated in that discussion other than a representative of that yroup, I 
understood, subsequently had presented the recommendations of that 
1)-compans meeting to the Department ot Commerce. and mV su 
periors. 

Mr. SSLAVER. Then upon the passage of the Deft hse Produ tion Act 
of 1950 vou were then instructed to use that as a base period 4 

Mr. Guex. I was instructed to use that as a base period prior to th 
enactment of the Defense Production Act of 1950, and incorporated 
it in the rubber order of August 25, 1950. 

The administration of that base period subsequently, under the Dx 
fense Production Act, became very important to me in terms of the 
inequities that apparently were in that base period and were brought 
to my attention by some companie s whom I have reason to believe 
were members of the i$) companies that a vreed to that base period, 
and subsequently by hundreds of other companies 

Now, the basic prob le m of solving the prob lems that were brought 
to my attention subsequently, were helped, let us say, of solution by 
al lette TY | rece ived trom my superior, the Assist: int to the Admiunist1 i 
tor of the Office of Industry and Commerce in the De partment of Co 
merce, Mr. Dean O. Bowman. who wrote a letter to all indus Vy 
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vision chiefs on September 5, 1950, calling special attention to section 
701 of Defense Production Act of 1950, and outlined in detail all ele- 
ments of that at that time: as a matter of fact, before the final enact- 
ment of the act, and before I had had any opportunity to see the act 
as a whole. 

That appeared significant to me and I immediately studied all ele- 
ments of that and applied all elements to that that I felt, on the basis 
of 22 years experience in the rubber industry, needed to be applied, 
with special emphasis on section (b) (iii) of section 701 which states 
that— 

In administering this act, such exemptions shall be provided for small business 
enterprises as may be feasible without impeding the accomplishment of the ob- 
jectives of this act; and 

(iv) in administering this act, special provision shall be made for the ex- 
peditious handling of all requests, applications, or appeals from small business 
enterprises. 

I can simply say that to the best of my ability I followed those 
precepts and all of the precepts of section 701 (c). 

Mr. Suaver. Did you then consider, Mr. Glen, that the base period 
selected was normal and fair to all segments of the rubber industry ? 

Mr. Guen. On the basis of 5 years’ experience and administrative 
responsibility with regard to allocation controls, it is apparent to me 
that no base period is normal that is not representative of a reasonable 
capacity level of all segments of the industry, or is accomplished on 
that basis through adjustments for those companies that, for one 
reason or another, were out of position during that period. 

Mr. Suaver. How did you proceed to bring all segments of the in- 
dustry into a comparable position when the base period had been 
selected ? 

Mr. Guen. On the basis of the many appeals that came in imme- 
diately after the issuance of the August 25 rubber order, and some 
came in—believe it or not—prior to the issuance of that August 25 
rubber order. The pain was so great on the part of some rubber 
companies they even beat the gun on the rubber order that was issued. 

It was soon apparent that many small companies and some large 
companies were caught out of position during that base period and 
that that base period was not normal for them, and, in the first in- 
stance, I permitted the substitution of other base years as a means 
of substituting a normal for them, and subsequently decided that the 
best defense against claims for the same long workweek that Akron 
was working would be the establishment of a standard workweek on 
a capacity basis for all companies in all segments of the industry. In 
other words, capacity operation in terms of existing skilled work 
force and in-place machinery supporting a one-shift operation, if 
that was the operation at that time, but not permitting expansion 
from one to two shifts or two shifts to three shifts, but simply the 
sustenance of the skilled work force of the entire rubber industry on 
the basis of my feeling that this was not clearly a police action we 
were engaged in in Korea but that it was a situation which required a 
mobilization effort and I felt that it was highly important to hold to- 
gether the skilled work force of the entire rubber industry on some 
parity workweek basis. 

Mr. Suaver. In other words, Mr. Glen, you felt in all segments 
of the industry and within each segment there should be some fair 
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allocation as to the number of days per week that that company 
worked ¢ 

Mr. Guen. I felt that it was a highly essential thing to hold to- 
gether on a standard workweek basis in terms of existing skilled work 
force and in-place machinery of that basic national security element 
of this country. 

Mr. Suaver. Did you give any consideration, Mr. Glen, to alloca- 
tion by segments in the rubber indus stry / 

Mr. Guen. I did, but with the small! staff that I had at that time it 
was not capable of accomplishment and in that regard I started this 
entire operation with a staff of no more than 10 people and it was 
very difficult, before budgets were available and in going through all 
of the red tape that was necessary in order to get additional personnel, 
and a job had to be done; indus try has to be held together and if we 
were to preserve skilled work forces of the entire industry to do an 
effective and efficient job, we had to move fast and we did move fast, 
and I will stand on the record with regard to the expedients that we 
used to accomplish that. 

Mr. Snaver. We have had testimony here that in the first part of 
January there was actually more rubber being allocated than the 

capacity we had. Can you give us some information in this regard? 

Mr. Guien. As to the level of rubber that was being allocated at any 
time subsequent to the August 25 rubber order, I will say that during 
the months of September and August we ran over in our rubber con- 
sumption in our endeavor to seek a parity level for the rubber indus- 
try. Much has been made of that fact. 

I do not take responsibility for all of the rubber consumption that 
occurred in the month of October. Actually, the industry had recom- 
mended that, instead of 25 percent of the 4-month period at the end of 
1950 being consumed in any 1 month, the industry recomme nds ation 
was that up to 28 percent could be consumed in any 1 month; 28 per- 
cent is 11 percent over the base year. 

The level that was reached in October, part of that level was 
attributable to that increased percentage du Ing that period, 

Regardless, though, of whatever level was reached in October, it was 
my feeling that that was necessary from a national security stand- 
point and that for the moment it was of greater national security 
benefit to find something that would sustain the entire skilled work 
force of the rubber industry that what is cost us in terms of that 
temporary increase in rubber consumption. 

Then my program was to, as soon as I found that parity level, 
establish a parity for all of industry; make a cut that would apply 

all across the board in industry, and my parity level was a standard 
5-day workweek for all industry except in the Akron area or where 
they have a six-hour shift basis, in which case I established parity 
of a 36-hour workweek, which of course was 6 days, 

Then the 84 percent level that I applied in the month of November 
and the month of December brought consumption down to the required 
minimums. 

I would like to introduce into the record at this time an exhibit 
that shows what the goals were in the months of November and 
December and what the actual performance was in the months of 
November and December. I would like to read into the record what 
those goals and accomplishments were. 
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In November, after all of this establishment of a parity level, 
with a goal of 52,000 tons of natural rubber consumption, we got down 
to 51,340 tons. With a total new rubber goal, including the tnilitary, 
as well as civilian, of 98,000 tons, we got down to 99,601. At that 
time our military part of that goal was about 8,000 tons. 

In December, with a goal of 45,000 tons of natural rubber, we got 
down to 44,290, and in terms of a goal of 98,000 tons total new rubber, 
we got down to 96,319. 

It can hardly be said, therefore, that our cut-back that we had estab- 
lished from the parity level ran our consumption over the permitted 
levels and certainly not over the availability level. 

It is rather hard to consume more rubber than is available. 

Mr. Sraver. On that cut-back percentage, was that applied across 
the board or is it applied across the board now ¢ 

Mr. Guien. It was applied across the board in the rubber order and 
we sought to stand firm with all companies on that 84 percent cut- 
back, inasmuch as the parity level had been established for all com- 
panies. There is only one exception to that. 

(The document referred to entitled “C onsumption of New Rubber— 
tee mber and December, 1951—Preliminary” is as follows :) 


Exuipir A,—Consumption of new rubber, November and December 1951 
(preliminary) 


| Long tons] 
November December 

537 39, 303 

808 , O87 

40 , 290 

52, 000 45, 000 

518 , O91 

O18 ), 053 

3, ST 3, 684 


919 , 201 


261 52, 029 
SO} 96, 312 
YS, OOO 1 9S, 000 


ind 8,000 m 


Mr. Gruen. We had one company’s appeal which we permitted to 
exceed the 84 percent level. 

Mr. Suaver. Going forward, Mr. Glen, are you familiar with the 
February 19 letter of Mr. Fleischman ¢ 

Mr. Guen. I am, sir. 

Mr. Suaver. What is your feeling of the application to all segments 
of the rubber industry following the issuance of this letter? 

Mr. Gren. Having sat through all the sessions of this committee 
and having been contacted by a number of companies prior to the 
meetings of this committee, it is my feeling that the February 19 
letter has placed an extreme hardship on many companies in the 
rubber industry and reacted against our national security to the extent 
of forcing a liquidation of an abnormal amount of the skilled work 
force of small industry. 

Mr. Suraver. Do you have any ideas you could give to the commit- 
tee as to what ste ps should or must be taken in order to bring this 
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February 19 letter, fixing the quantity of rubber, up to a level so it 
would be fair across the board ¢ 

Mr. Guen. It is my basic feeling that the most expeditious manner 
of reestablishing a basis that is fair across the board would be to 
go back to the levels that were established in consumption during the 
period of November and December of 1950, or on the basis of the subse- 
quent further cuts which were necessary in order to bring companies 
whose appeals were pending into the picture. 

Now, | would be the last one to certify to the committee that every 
adjustment that was made during that strenuous period was absolute 
and final and IT sought, during the early part of January, and the latter 
part of December, to work out a questionnaire form that could be 
sent out to all companies in the industry that would give every com 
pany a standard set of answers to supply to the Rubber Division that 
would perhaps take any kinks or water out of any of the appeals that 
have been previously granted in the rush to get everything handled, to 
hold together the skilled work force of the entire indus try. 

I was prevented from sending that inquiry out to the industry to 
so straighten out any ap pe als and that was held — mv successor 
came into the Rubber Division. who also would not agree to send that 
form out to the entire industry. 

Mr. Suaver. Who prevented your sending out this appeal to the 
rubber industry 4 

Mr. Gurenx. During the month of December, Mr. Glgnn Ireland, who 
was assistant to General Harrison, would not permit that to be sent 
out to the rubber industry although I explained to him that at leas 
two major companies had participated in the formation of that ques 
tionnaire and had agreed to it as a sound basis for determination of 
capacity ona standard workweek basis for all plants in the industry. 

Mr. Suaver. Were you endeavoring, Mr. Glen, to arrive at an 
adjusted level which would be fair for all rubber companies ¢ 

Mr. Guex. That is right, whether small, large, or medium, I sought 
simply to establish a standard during a long, drawn-out premobiliza- 
tion period which I foresaw, which would amount to an equitable 
sustenance of all companies, 

Mr. Suaver. And that irrespective of any base period, when you 
once established an adjusted level, if the re were to be a cut-back then 
it would be a percentage of the adjusted level: is that correct ? 

Mr. Guenx. That is right. 

Mr. Suaver. Do you feel, Mr. Glen, that that principle could still 
be applied in the Rubber Division ¢ 

Mr. Guen. I do. I foresee a greater opportunity in military busi 
ness as time goes on, but the interim period is the most difficult one 
where there is not enough military business to go around, and un- 
fortunate ly there seems to be a habit in industry of giving the mi ilit: ary 
contracts to the companies with whom they usually do business, anc 
there is not much opportunity for the small companies to get in until 
there is a much larger volume of military business than the regulai 
suppliers can handle. 

Consequently, it is very difficult to justify the position claimed by 
various companies who also have the most ready access to the milit: ary 
contracts to supplant their civilian business and the interim period 
before a large ! litary program is instituted is the LLOst difficult 

Senator Tire. Are there any further questions / 


S4514 





566 RUBBER SURVEY 


If not, we thank you, Mr. Glen. 
(The following documents are inserted as part of Mr. Glen’s testi- 
mony :) 


ExHipir A.—Consumption of new rubber, November and December 1951 
(preliminary ) 


{Long tons] 


November December 


Natural, dry - - . i sia att baie ae 46, 537 39, 303 
Natural latex i i : ; which udebes ; , 803 , 987 


Total natural_.......-- ; ’ ae ‘ oc. 51, 340 , 290 
Goal reas cad ee eS alae ee le saa 52, 000 5, 000 


GR-S ea . i ee a z ; a Se 37, 518 , O91 
Buty] ; Se oe a ~ bee », O13 1, 053 
Neoprene SGbdaswn ee ; —e - a : 3, 811 3, 6 
N-type..... : os : hin ta eee 919 | 


lotal synthetic... ___- senha inline wha mabe , 261 | 


Total new rubber BS! i j . 601 
Goal ! — . a : ‘ ’ ba Satis sink 98, 000 





1 Goal: 90,000 civilian and 8,000 military. 


ExuHisir B 
e SEPTEMBER 5, 1950. 
Memorandum : 
To: All Industry Division Chiefs. 
From: Dean O. Bowman. 
Subject: Section 701, Defense Production Act of 1950. 

Section 701 of the Defense Production Act of 1950 reads as follows: 

“Sec. 701. (a) It is the sense of the Congress that small-business enterprises 
be encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. 

“(b) In order to carry out this policy 

“(1) the President shall provide small-business enterprises with full in- 
formation concerning the provisions of this Act relating to, or of benefit to, 
such enterprises and concerning the activities of the various departments 
and agencies under this Act; 

“(2) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendments thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geo- 
graphical areas, for trade association members and nonmembers, and for 
different segments of the industry ; 

“(3) in administering this Act, such exemptions shall be provided for 
small-business enterprises as may be feasible without impeding the accom- 
plishment of the objectives of this Act; and 

“(4) in administering this Act, special provision shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business enterprises. 

“(c) Whenever the President invokes the powers given him in this Act to 
allocate, or approve agreements allocating, any material, to an extent which the 
President finds will result in a significant dislocation of the normal distribution 
in the civilian market, he shall do so in such a manner as to make available so 
far as practicable, for business and various segments thereof in the normal 
channel of distribution of such material, a fair share of the available civilian 
supply based, so far as practicable, on the share received by such business under 
normal conditions during a representative period preceding June 24, 1950, and 
having due regard to the needs of new businesses.” 
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(1) When proceeding with the appointment of business advisory committees 
please be certain that the membership of such committees is in accord with 
subsection (b) (2) above. 

(2) Please give immediate consideration to a representative period to be used 
in any allocation program involving items for which your division is responsible 
as would be required in subsection (c) above. You should also consider how 
to allocate in order to comply with the subsection. 

(3) In planning any allocation program we should assume that we shall have 
to demonstrate conclusively to the Joint Committee on Defense Production that 
we have fulfilled the obligations of section 701. The collection, organization, 
and use of data should be made under that assumption. 


ExHripsir C 


BeTHespA 14, Mpb., February 9, 1951. 
Mr. CHARLES E. WILSON 
Vobilization Director, Washington, D. C. 


DEAR Mr. WILSON: I wish to thank you for the time that you gave me to outline 
the merits of the “Capacity” business of administering material limitation orders 
and in the allocation of materials which may be in short supply. The gracious- 
ness and comprehensive understanding that you accorded me during my review 
of the basic points of the program which I had instituted in rubber was very 
gratifying. 

I would like to reiterate that my basic policy as regards rubber has and al- 
Ways will be the national security of this country. I am convinced that the sus- 
tenance, on a parity basis, of the skilled work force of the entire rubber industry 
is basic to national defense. This conviction leaves me unalterably opposed to 
the use of any base period which does not represent capacity. 

The capacity basis allows the equitable distribution of short supply mate- 
rials through all segments of an industry by the simple application of what- 
ever percentage might be required to attain the desired end result. This avoids 
unnecessary hardship between small, medium and large companes and permits 
the intelligent handling of practically all problems that may arise in an indus- 
try. This also induces interest on the part of all companies alike in military 
orders so as to secure increased allocations and increase the workweek accord 
ingly. 

It has come to me since I talked to you yesterday that NPA officials are say 
ing that the reason why I had to be let go was that I was too good a fellow and 
that I had given away more rubber than we had. This simply illustrates the 
apparent lack of comprehension of the Rubber Division's responsibilities under 
section 701 of the Defense Act of 1950 and the long arduous task that was in- 
volved in taking the kinks out of the base period that had been thrust at me to 
administer with a starting staff of only 12 people. 

My program was cleared with existing top staff before the organization of 
NPA and with the Director of the Materials Division in the NSRB. It was my 
avowed purpose to establish a parity level and then apply a percentage cut-back 
such as the 16 percent that was applied to the adjusted base period in Novem 
ber and December. As I showed you yesterday, this plan successfully brought 
consumption down to the desired levels for both civilian and military consump- 
tion in November and December. 

If the above information is of any value to you in your work, I consider it a 
great pleasure to have been of some assistance to you. 

Thanking you again, I remain 

Very truly yours, 
Eart W. GLEN. 


EXHIBIT D 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., February 27, 1951. 
Mr. Eart W. GLEN, 
Bethesda, Md 

DrAR Mr. GLEN : Thank you for your letter of February 9, in which you brought 
to my attention again the basic policy that you followed in connection with rubber 
and its importance to the national security of our country, 
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I appreciated your visit with me and am sure that I understand more thorough- 
ly the matters which we were discussing as a result of our meeting. 
Best wishes. 
Sincerely, 
CHARLES E. WILSON. 


Exuinit E 


BerHespa, Mp., February 19, 1951. 
Mr. CHARLES E. WILSON, 
Director Defense Mobilization, 
Executive Office Building, Washington, D. C. 

DEAR Mr. WiLson: It has come to me that Mr. Leland Spencer, my successor as 
Director of the Rubber Division of the National Production Authority, intends 
this week without the formality of a discussion with the Rubber Industry Ad- 
visory Committee of the NPA, to discard the “Capacity” basis that I had estab- 
lished and institute the unadjusted base-period of the year ending June 30, 1950, 
for all consumers of rubber. 

This high-handed method ignores the principles outlined in Section 709 of the 
Defense Production Act of 1950 and vitiates all that was done to assist small 
business under my administration of the act as regards section 701 of it. 

If this procedure goes on unabated many small companies and some not so 
small will be thrust back to a nonparity workweek hat will make their position 
most untenable as compared to those companies that enjoyed the record boom 
in automobile production during the first 6 months of 1950. This would peril the 
defense effort by causing an untold loss of skilled labor plus the attendant eco- 
nomic loss to such companies. 

I trust that you still agree that this is the wrong way to mobilize as we agreed 
at the time of our interview. Thanking you again and at your service, 

Sincerely yours, 
EARL W. GLEN. 


Exutnit F 


EXECUTIVE OFFICE OF THE PRESIDENT. 
OFFICE OF T)PFENSE MoriLization, 
Washington, March 7, 1951. 
Mr. Ear. G. GLEN, 
Bethesda 14, Md. 

Drar Mr. GLEN: Thank you for your letter of February 19, in which you advise 
me about the decision that is being made in the Rubber Division of the National 
Production Authority. 

[I appreciate your advising me in this instance and recall our conversation on 
this matter. 

Sincerely, 
CHARLES E. WILSON. 


EXHIBIT G 
SEPTEMBER 20, 1950. 
subject: McCreary Tire & Rubber Co. GRS requirements 


Hon. HArLey Hise, 
Chairman of the Board, 
Reconstruction Finance Corporation, 
Washington 25, D. C. 

Dear Mr. CHAIRMAN: Analysis and review by this Department of the manu- 
facturing hardship of the subject company in the opetation of its new camelback 
facilities justifies a prompt adjustment of its allowance of GRS from REC 
production. 

This is a truly small company in the rubber industry. It should not be denied 
its material requirements on the premise that it has no base period. Its invest- 
ment in camelback-producing facilities and in training personnel to operate this 
equipment leaves it in a position of extreme hardship in comparison with other 
companies in the camelback business. 
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The hardship of this company will be particularly acute if it is placed in a 
position of being unable to operate its facilities during this particular season of 
the year when camelback suppliers normally produce the new type nonskid recap 
stocks for use in winter weather 

According to mry information, the Office of Rubber Reserve has made an allow- 
ance of 100,000 pounds monthly tothe McCreary Co. for camelback purposes. 
Mr. McCreary states that he needs approximately 438,000 pounds per month in 
order to operate his camelback facilities at a 40-hour week with two shifts. I 
recommend that the Office of Rubber Reserve provide as much as possible of 
the addiitona] 338,000 pounds required by this company to establish it on a fair 
basis with other camelback producers. In making this recommendation I am 
aware that the Office of Rubber Reserve is carrying on an excellent job of distri 
bution of available synthetic rubber without the necessity of formal controls 

This is, I believe, a meritorious case requiring adjustirent and I hope that 
the Office of Rubber Reserve will be able promptly to accommodate the needs of 
the McCreary Tire & Rubber Co 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


Exuinit H 


THE SECRETARY OF COMMERCE, 
Washington, September 29, 1950. 
Hon. JOHN P. SayLor, 
House of Representatives, Washington, D. C. 

DrArR CONGRESSMAN SAYLoR: I am enclosing a copy of my letter of September 
20, to the Chairman of the Reconstruction Finance Corporation regarding the 
GRS requirements of the McCreary Tire & Rubber Co. 

The President has delegated to me the authority to allocate synthetic rubber 
under both the Rubber Act and the Defense Production Act. The situation with 
respect to the deliveries of synthetic rubber to the McCreary Tire & Rubber Co. 
is one of the reasons, among a number of other similar cases, that I have 
decided to allocate directly all synthetic rubber to consumers. Through this 
direct allocation we shall endeavor to provide for the needs of small business in 
an equitable manner. 

Yours sincerely, 
CHARLES SAWYER, 


Secretary of Commerce. 

Senator Tuyrr. Are there any additional witnesses this morning? 

Is Mr. Marsh here ¢ 

Mr. Marsh, would you like to testify now, or would you prefer to 
come back at 9:30 tomorrow morning ? 

Mr. Marsn. Whatever meets your convenience, Senator, My testi- 
mony will only take about 35 minutes, 

Senator Tre. If it will take no longer than that, we will hear it. 

Our chairman, Senator Gillette, may have to leave before the 35 
minutes is up. 


STATEMENT OF WINSTON W. MARSH, GENERAL MANAGER, NA- 
TIONAL ASSOCIATION OF INDEPENDENT TIRE DEALERS 


Senator Tuyr. Mr. Marsh, state for the record whom you are and 
whom you represent. 

Mr. Marsu. My name is Winston W. Marsh. I am general man- 
ager of the National Association of Independent Tire Dealers with 
headquarters in Washington, D. C. 

Senator Tuyre. You may be seated, Mr. Marsh, if you will be more 
comfortable. 
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Mr. Marsu. We represent independent tire dealers and recappers 
from all 48 States in the Union, as well as some members in foreign 
countries. 

This association was formed 30 years ago to advance and safeguard 
the business interests of the independent tire dealers and tire renewers 
and to promote a cooperative relationship between the tire manufac- 
turers, tire dealers, tire renewers, and the buying public. We are a 
nonprofit organization, incorporated but with no stockholders. 

We are gravely concerned with the future of these independent 
tire dealers because it is a matter of record that they have suffered 
from many discriminations in the past and are again facing ruin and 
oblivion unless help is forthcoming. Letters and telegrams pour 
into our offices begging for aid in getting camelback and tires. The 
following are excerpts from typical letters and wires with datelines 
covering the entire span of the present emergency. 

Letter from Conway, Ark., dated August 7, 1950, goes as follows 
in part: 

I have been a Magnolia Pet. Co. agent for 31 years and a major company tire 
dealer for 19 years and I was forced to take on the Mobil tire or lose my agency. 
Now I have my business split up and my volume is about $380,000 per year 
evenly divided * * * I just wonder when I will get any tires. My under- 
standing is the Gulf Refining Co. is getting plenty of tires. You know Goodrich 
makes them for Gulf and of course they get first choice. 


A letter dated January 10, 1951, says: 


Find enclosed check for $12. Looks like this will be the last payment to you 
unless I get some tires. Why will I have to close out after being in business 31 
years? Why cannot I get tires from my supplier? Please advise. Can you tell 
me where I might get some tires? 


Telegram from Milwaukee dated August 31, 1950: 


Situation serious on camelback stock. Back orders piling up unless supplies 
received by next week will be necessary to close down plant. Advise outlook 
for immediate release. Orders pending with manufacturer. 


A later letter from the same firm dated September 5, 1950: 


* * * * furthermore, they will only be able to furnish our company with 
about 20 percent of our normal requirements of camelback in the next 4 to 6 
months. Due to the fact that we are 100 percent with our supplier, this leaves 
our recapping plant in a very serious predicament. 


A letter from Maysville, Ky., dated September 15: 


* * * we will be compelled to close our recaping plant, which is the largest 
in this section, and we recap about 90 percent of all tires recapped in a radius 
of 50 miles of Maysville. In addition to this service, we have the only equip- 
ment to repair passenger, truck, and farimn-service tires in this section of the 
State. The fact remains that should we get stock shiped tomorrow, we still 
will be compelled to close down for 1 or 2 weeks pending delivery by car- 
rier. * * * From here it looks very much as though the recapping business 
will collapse unless something is done immediately. 


From a very small account in Faith, N. C., dated November 20, 1950: 


I bought some recapping equipment from Super Mold Co. to go in the recapping 
business before rubber got so short. Now I am getting my equipment and 
I cannot get any rubber. I run a place in a small town and get a lot of tires 
to be recapped. I think I can do a grand recapping business if only I could 
get some camelback. 


A letter from the same party dated January 25, 1951: 


I haven't received any camelback yet and it will be impossible for me to do 
anything until I do. 





RUBBER SURVEY 


A telegram from Lima, Ohio, dated January 2, 1951: 


This independent shop has 1,800 customer tires for recap and no camelback 
No prospect of relief. Twenty-five families depend on continued operation. 
Local major shop has tremendous inventory camelback. Is anything being done 
to correct such maldistribution of material? 


A telegram from Sanford, N. C., dated February 8, 1951: 


Desperately need 1,000 pounds 40-70-12 and 500 pounds 76-82-18 cold rubber 
camelback. Can you advise us what to do or help us secure some? 

A letter from Greenwood, Miss., dated Fabruary 19, 1951: 

We are on the verge of having to close our shop down for lack of camelback 
We have been sadly neglected by our regular suppliers as they have let us have 
very little since the present emergency. 

A letter from Greenwood, Miss., dated February 19, 1951: 

* * * We have no camelback from our supplier since May 1950. On March 
1 we were called by our district manager from the Los Angeles office and they 
notify us that they are going to be forced to cancel our franchise. They state 
that the volume received does not support the cost of handling the account. Dur 
ing the year 1950 they shipped us from four to eight hundred dollars’ worth of 
merchandise a month and we have more orders in for shipment than they shipped 
us during the entire year of 1950. 

Two very interesting letters have come in this very morning and I 
read in part from them. April 6: 

District manager prevailed upon at a meeting held there last Tuesday to call 
in as many dealers as available for immediate conference, as the salesmen were 
reluctant to pass on to us the sad news individually. The dealer allotment for 
the entire district comprising 88 dealers for April was announced as follows: 


On passenger tires, March, they received 2,394; in April 1,991, an aver- 
age of 22 passenger tires per dealer. 

On truck tires in March, 789; in April 433, an average, if you please, 
on only 5 truck tires per dealer. 

On farm tires, 145 in March, 116 in April; an average of 1.5 tires per 
dealer. 

The allocation of tubes for April, all types, is at least 50 percent 
less than March, which is inadequate. 


We have sold as many as 10 sets of rear farm tires per month. 


Another interesting letter which came in this morning dated April 6 


says: 


We have been a distributor of one of the major lines of tires for 35 years. 
Our purchases in the last 4 years total $125,345.42. During the month of 
March, seven passenger tires and two truck tires—which we did not order—was 
all we received. In the meantime, we received an order from the Atlantie Re- 


fining Sales Department to supply the local Atlantic dealer the following 12 tires 
<¢ % 


And he lists them in sizes. 


Upon contacting our supplier, we were informed we had to take care of their 
Atlantic account immediately if we had the tires or as soon as the tires 
came in. These tires will come off of our allocation; all this in spite of the fact 
that the Atlantic dealer in question has about $2,000 of Lee tires in stock; that 
we have received nine tires for the previous month, and that our dealers are 
clamoring for tires, which we can do nothing about until the Atlantic dealer is 
taken care of. 


That man is a wholesaler and supplies a number of dealers. 
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I think this is interesting testimony in line with the testimony 
given before this committee that the price of new automobiles has 
been gan e oa by the purchase of spare tires on the open market. 

If there any tires available, particularly white sidewalls, which 
are still coming through on new automobiles in the hands of dealers, 
I do not know where they would be, and particularly low-pressure 
S1Zes. 

Neither do I know why the independent tire dealers should be 
charged, in the testimony here, for the increase in prices of new cars 
when some allowance certainly should be made in the price of that 
car for the removal of that spare tire. 

To date, we have been unable to portray the true facts of industry 
conditions as they affect the independent tire dealers for the simple 
reason that we have not been considered in the case and are not in the 
confidence of either the tire manufacturers or the NPA itself. Despite 
the fact that 22 different industry advisory committees were formed 
and functioned at the request of NPA, no independent tire dealer or 
representative thereof was asked to serve in any capacity. With in- 
dependent tire dealers selling and distributing more than 50 percent 
of the new tires and performing about 95 percent of the recapping 
service in the Nation, it is a matter of some conjecture how the true 
facts of the case could me presented or all segments of the industry 
represented as provided by law. 

It is true that several of the small rubber manufacturers have 
frankly discussed their problems with us which was very helpful in 
answering queries in dealer circles. In many cases, whole sections of 
a State were cut off in camelback supply when some maker found his 
allotment seriously cut. For example, in Dallas: Tex., eight of the 
larger recappers in that area found themselves hopelessly stranded 
when Rubber Tire & Materials Co. was cut to one shift, 9 days a 
month operation. This same circumstance was true in other parts 
of the United States. A substantial number of recappers rely upon 
small companies for their camelback, so that any damage inflicted 
upon such a supplier damages many. 

Despite the repudiation by Government of the efforts of the inde- 
pendent tire dealer and recapper to help during this emergency, we 
have tirelessly sought to cooperate with Government and industry 
for the national good. As early as July 10, we pointed out the need 
of greater stoc kpiling and praised the efforts of Mr. John Collyer 
of the B. F. Goodrich Co. to have synthetic production increased. 

On July 17, we urged tire dealers to cooperate in a national ad- 
vertising campaign to discourage scare buying. A suggested ad was 
sent all members of the association. 

On July 31, 1950, we repeated our efforts to stop hysteria buying 
of tires and sent publicity releases to all prominent newspapers in 
the country. This brought the praise of NPA. On September 11, 
we ponies out that a great step toward rubber conservation could be 
made by the elimination of the fifth or spare tire from new automo- 
biles and contacted automobile manufacturers urging them to relin- 
quish this profitable bit of business in the interest of national security 
and do it voluntarily without the need of Government order. To 
evidence good faith on our part, we sent out the following question- 
naire to dealers: 
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This questionnaire asked two basic questions: “If spare tires were 
eliminated from new passenger cars, would you be willing to sell 
only a recap or a sound used tire for that vehicle?” 

Two: “Would you cooperate with the Government in selling new 
passenger tires only to those persons who will turn in a tire to you 
used or a new car changeover ¢” 

We had a great many replies to this questionnaire, - they were 
very enthusiastic about it and received a great deal of support on 
that program. 

Recalling our experiences of World War II, we felt sure that a 
great load would be thrown on the recapper and = soon as possible 
started a survey of the recapping facilities of the Nation. On Sep- 
tember 25, we made a recapping and repairing mold survey, as fol- 
lows: 


In that questionnaire we asked the number of passenger car repai 
molds, passenger car recapping molds, the truck capping, the truck 
repairing, and the range of sizes. We also questioned the amount 
of equipment available in off-the-road sizes. 

Our foresight in this matter was later justified by the RMA’s anal 
ysis of the 1951 rubber problem on October 24, 1950. In this, 1 they 
showed that of the 2,063,000 long tons of rubber in our stockpile, 
cluding natural, crude, and processed new rubber, over 50 percent of 
this stockpile, or 1.069.000 long tons were the tires on the automobiles 
of the consumers of this Nation. Obviously the recapper was faced 
with a tremendous burden of responsibility and something must be 
done to provide sufficient supplies of camelback and repair materials. 

We were greatly encouraged when on October 16, 15 independent 
tire dealers, a representative of Atlantic Refining Co., and a repre 
sentative from Sears-Roebuck were invited to meet with officials from 
NPA to diseuss the rubber situation. Recommended conservation 
measures included increased use of recapping and the sale of used 
tires, as well as insisting on a trade-in when new tires are sold. It 
was pointed out that standardization of sizes and types of camelback, 
as well as the standardization of tire types and sizes would also assist 
in the conservation effort. Some of these suggestions were followed 
in 1951, Shortly thereafter, steps were taken to protect further cuts 
in camelback production and we were ereatly encouraged by our ef 
forts. Unfortunately however, this committee was never called upon 
again or ever used further. 

In November 1950 our thirtieth annual convention was held in 
eee and one of our principal speakers was Mr. John Collyer who 

gave the association high praise for their efforts in stop ping hoarding 
of tires. The resolutions passed are certain iV worthy of note and dle- 
serving of high commendation. 

First is the fifth-tire resolution wherein NAITD says that the fifth tire should 
be eliminated in order to save a great deal of rubber not necessary for immediate 
use. NAITD urged the National Production Authority to order the discon 


tinuance of the sale of the fifth tire with any motor vehicle. A copy of this 
resolution will be forwarded to the NPA 


tES NOW IN USI 


Next resolution says that the greatest conservation of vital rubber stocks can 
been accomplished by the recapping of tires on vehicles now in use. NAITI 
urges the National Production Authority to remove all restrictions on the pro 
duction of camelback so that a ready and adequate supply of camelback will be 





574 RUBBER SURVEY 


available to handle recapping and conserve the rubber stocks of the Nation. A 
copy of this resolution was sent to the National Production Authority. 


EQUITABLE ALLOCATION SOUGHT 


In its next resolution, NAITD said that restrictions on natural and synthetic 
rubber in the manufacture of tires have created a shortage of tires in various 
outlets of the industry because the manufacturers have not adopted a program 
of proportionate distribution. NAITD therefore urged the National Production 
Authority to extend its orders reducing the allocation for tires for consumer 
consumption so that manufacturers will be required to fairly and equitably 
prorate the required reduction among all buyers especially among purchasers of 
original equipment, private brands, and other large users. 

On January 8, 9,:10, the National Association of Independent Tire Dealers 
ealled an informal industry recapping committee. It was attended by 49 in- 
dependent tire dealers, 5 of whom came all the way from the west coast and 
all of whom paid their own expenses. They were joined by 14 equipment manu- 
facturers, 28 representatives of tire and camelback manufacturers, as well as 


12 people from various Government agencies. All of this was entirely voluntary’ 


and intended as a helpful move to anticipate further problems in the recapping 
industry and was an effort to retrace the steps of World War II, avoiding the 
need of more regulations and controls than necessary. I am prepared to sub- 
mit the minutes of this meeting if desired, but I would like to point out the 
following resolution adopted by this body as a course of action. 

1. A meeting be held with those in Government who control rubber, mold and 
equipment materials, and other controlled materials used to supply tire dealers. 

2. The purpose of such a meeting would be: 

(a) Establish the essentiality of this industry in the minds of those who 
handle controlled materials, 

(b) Attempt to obtain a central coordinating office to handle this industry, 
such as ORD during World War II. 

(c) That over-all materials required be directed from this agency in quantity 
to enable the recapping industry to do their best conservation job. 

(d) That a standing committee be organized by NAITD to act as consultants 
to this central agency who handle our industry. This committee to be selected 
from the camelback group, equipment suppliers, and the NAITD Washington 
office. 

Mr. DeHMeER. I think this would be the opportunity to unite and work with the 
Government on these problems, and I suggest the NAITD and other industry 
groups form an industry committee to represent us. I move that the Chair be 
instructed and authorized to form such an industry committee to perform the 
functions set forth in the before-mentioned proposal. 

Mr. CoNNARE. I would like to second that motion. 

The motion was put before the assembly and carried unanimously. 


It is interesting to note that an industry representative present 
made the remark that he had served under Leland Spencer in World 
War IT and could say that the Government wants committees such as 
this and welcomes them. 

Despite such hopeful optimism, the NPA refused to recognize this 
committee or give its existence any encouragement. Every person in- 
vited to serve had accepted with the exception of two of the big four 
tire makers. Those who offered to help were among the medium and 
small tire and camelback makers, and equipment and f mold makers and, 
of course, the independent tire dealers. We were assured by letter 
and by word of one of the large tire makers that independent tire 
dealers could depend on them to protect their interests. This is little 
comfort to a recapper whose molds are not in operation and to a tire 
dealer who has no stock. 

Since the stake of the independent tire dealer in the rubber industry 
is a very serious one, we felt that “further limitations without repre- 
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sentation” was a very poor policy and therefore tried a new tact in the 
following letter to Leland Spencer: 


FEBRUARY 15, 1951. 
Mr. LELAND E. SPENCER, 


Director, Rubber Division, Industry Operations Bureau, 
National Production Authority, Washington, D. C. 

Deak Mr. SPeNcer: The purpose of this letter is formally to request that you 
appoint representatives of the National Association of Independent Tire Dealers, 
Inc., to the industry advisory committees for the rubber-tire industry, the tire- 
recapping industry, and such other committees as may be appropriate. 

Section 701 of the Defense Production Act of 1950 provides that small-business 
enterprises be encouraged to make the greatest possible contribution toward 
achieving the objectives of this act. That section further provides that “in order 
to carry out this policy” industry advisory committees are to be appointed which 
shall include “fair representation for independent small, for medium, and for 
large business enterprises, for different geographical areas, for trade association 
members and nonmembers, and for different segments of the industry.” In addi- 
tion, section 709 stipulates that with certain exceptions there shall be “consul- 
tation with the industry representatives, including trade-association representa- 
tives,” before any regulation or order is issued under the act. 

Senator Ture. Mr. Marsh, if you do not mind an interruption at 
that point, I was present on the floor when this act was passed, and 
that is one of the specific questions I asked of Senator Maybank at the 
time. I knew exactly what we were faced with in World War II. I 
had been besieged by manufacturers asking for help in a situation that 
was driving them to the wall. There were cases where they had to 
close up their businesses. 

I know definitely that when that part of the bill was given considera- 
tion we had in mind, first, that before regulations were put into effect 
and before they were promulgated there would be conferences held by 
those who would be affected by the regulation, in order that we could 
get their views and get their recommendations and to try to get common 
sense into that regulation. 

It isa sad state of affairs now to find that they had not followed that 
provision of the act to the extent that they knew exactly, when an order 
was issued, or when a program or policy was developed, just how it 
would affect the trade or the manufacturers or the industries that the 
order would apply to. 

I could not help but comment because some of the troubles that we 
now find are due to just plain shortsightedness on the part of the 
Administrator or those who promulgated the regulation by not. first 
finding out what it was all about or how it would affect the use when 
it was put into practice. 

I am sorry for interrupting. Go ahead. 

Mr. Marsu. Thank you very much, Senator. 

From a consideration of these various provisions, several things become ap- 
parent: First, one of the basic purposes to be served by industry advisory com- 
mittees is to encourage small business to participate in the national defense. 
Second, the membership of these committees must be such as to represent fairly 
independent small business and all segments of the industry. Third, such com- 
mittees must include trade-association representatives. 

The National Association of Independent Tire Dealers, Inc., squarely meets all 
of these requirements. It is the only national association of independent tire 
dealers in the United States. Its members are small-business men, located 
throughout the country, engaged in the business of wholesaling and retailing new 
tires and in recapping and repairing used tires. As wholesalers and retailers 
of new tires, they are vitally interested in orders issued by the National pro- 
duction Authority affecting the rubber-tire industry. As recappers and repair- 
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ers, they are equally concerned with orders affecting the supply of raw materials 
and machinery necessary to the performance of this operation, which so im- 
portantly serves the public interest in the conservation of rubber. I believe it is 
accurate to say that the members of this association do approximately 95 percent 
of all recapping business done in this country. Under these circumstances, it 
seems clear to me that your agency cannot satisfy the intent of Congress as 
evidenced by the above-described provisions relating to industry advisory com- 
mittees unless you aiford adequate representation on such committees to this 
important segment of the rubber-tire and recapping industry. 

Despite these facts, the association to date has been unsuccessful in its efforts 
to secure representation on any of the rubber-industry committees established 
by the National Production Authority. I understand there are a number of such 
committees and that their membership is confined to representatives of the large 
rubber manufacturers. Some of those manufacturers are also engaged in the 
retailing of tires and in recapping. To that extent refusal to permit representa- 
tion of this association of independent tire dealers is not only inconsistent with 
the statutory requirements but also clearly discriminatory. 

In view of all these considerations, I respectfully request that both in the 
public interest and in the interest of this large number of independent business 
men you immediately appoint representatives of this association as members 
of the appropriate industry advisory committees for the rubber industry. 

Sincerely yours, 
Davip R. LEHMAN, President. 

I hasten to add that this formal request was made only after verbal 
requests brought no response. While the letter has been discussed 
with Mr. Spencer since filing, no decision on the request has been 
made. 

Had the early suggestions of NAITD regarding the fifth tire been 
followed, an additional 2,500,000 passenger tires would have been avail- 
able to the public. As it is, manufacturer inventories shrunk from 
8,900,000 passenger tires at the end of 1949 to 3,000,000 at the end of 
1950. Since that time, further dips have been made into manufac- 
turer stocks. Truck-tire inventory dropped from 1,700,000 at the 
close of 1949 to 700,000 at the end of 1950. Having personally trav- 
eled some 35,000 miles across this land since the emergency started 
and met hundreds upon hundreds of tire dealers in 32 States, I am 
convinced that dealer inventories are practically nil. Many consum- 
ers have been forced to buy new tires where recapping would have 
sufficed had there been sufficient camelback. 

All this is in the face of their biggest selling season which will soon 
be upon them. The market for replacement passenger tires in 1951 
vill be about 52,000,000 tires, which will almost equal the record sales 
of 1946-47. The truck-tire market will be about 10,520,000 tires, 
equaling the huge markets of 1945-46-47. Recappers will be called 
upon to process 25,000,000 tires in 1951 as against 18,000,000 last vear. 
With current production unchanged, we estimate a shortage of up to 
16,000,000 pasenger tires and 1,500,000 truck tires. Shortage of camel- 
back will be about 47,000,000 pounds and could be considerably more 
if tire prices advance further 

This means that about 5,000,000 tires will not get recapping when 
needed and more of the Nation’s stockpile of rubber goes on the trash 
heap because, as we pointed out previously, those tires on the road 
are avery valuable part of that stockpile. 

The new order cutting spare tires off of new autos, as weighed 
against the new military requirements, will still mean a 3-percent cut 
in deliveries to independent dealers. The new order limiting dealer 
inventories to 30 days presents an impossible problem. 
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Historically, a 6-time annual turnover is considered ideal. A 
12-time turn-over is almost impossible. Far-western dealers are too 
far from their source of supply to exist on a 30-day basis. All inde- 
pendents will suffer from serious discrimination in the persons of 
the company-owned stores who enjoy a manufacturer's stock as well 
as oll companies and big chains who have similar working arrange- 
ments with the tire manufacturers. 

It might be well to add that any opportunity of a quantity discount 
earned historically by the tire dealer is completely elimin: ated by this 
order; so he has little chance to « ‘compete in the major markets. 

We are mindful of the fact that the figures submitted here represent 
only our best efforts to assemble the true facts of the ec: ise, because we 
repeat that we have been a part of no committees where statistics have 
been set forth nor have we been invited into the confidence of NPA in 
spite of the really huge segment of the rubber industry we represent. 

It is no secret that big business in the form of the automobile manu- 
facturers has first claim on the tire production—after military of 
course—and big business in the form of private-brand tires such as 
those sold by huge chains are next in priority. What is left goes to 
the independent tire dealer. Remembering the magnificent job done 
by the independent tire dealers during the hectic days of World nga 
[I and how they kept the wheels of transportation moving we feel ; 
great concern over the future of that same inde ‘pe ndent tire dealer. 

Thank you gentlemen for allowing us the opportunity of presenting 
our proble ms In thisemergency. You can be sure of our full coopera- 
tion in anything for the good of the people and the Nation. 

Senator THyr. Do you have any que stions / 

Mr. Suaver. I would like to make one comment in line with your 
statement Senator Thye; the analysis of the Defense Production Act, 
and your feeling on the floor of the Senate. 

I would like to point out, Mr. Marsh, that not only was that true 
but in this public law the language reads: “There shall be” representa- 
tion given. 

I cannot help but comment, following the pointed remarks of the 
Attorney General to those who are going to administer this act, the 
compliance section of the aet, and how to relieve it from the sections 
of the Antitrust Act, which has always been a source of trouble, and 
vet we find here that in 95 percent, the recapping industry, you are 
not even re presented. 

[ sometimes wonder whether-there has been a legal following of the 
statute, placing aside the discriminatory feature of it. 

Mr. Marsu. Mr. Shaver, had we been approached on this 30-day 
inventory control, such an impossible thing would not have been 
written. and neither would our office be so completely beseeched by 
wires and ealls and telegrams wanting to know how they can comply 
with the law and stay within the act, which is very loosely written. 

Senator Tuyr. Thank you, Mr. Marsh. 

We are now going to stand in recess until 9:50 tomorrow morning. 

(Whereupon, at 12:50 p. m., the subcommittee recessed to reconvene 
at 9: 30 a. m. Wednesday, April 12, 1951.) 
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